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Mr. Warren. Gentlemen, the committee will come to order. 

I would like for the record to show those who are in attendance 
from the Department. 

We are pleased to have Mr. McConnell, Assistant Secretary of 
Agriculture, and his associates here. 


SALES PRoGRAM IN WorLD MARKET 


Gentlemen, we asked you here to go over this Commodity Credit 
Corporation operation, particularly in connection with efforts that 
have been made to set up a sales organization within the Department 
and as to what the plans and programs you have set up have been. 

Briefly, for the record, the Commodity Credit Corporation in its 
charter is authorized to sell commodities in world trade at any price; 
and this is necessary, in order to protect the Corporation and in order 
to retain for the United States its fair share of world markets. For 
some several years I, as well as other Members of Congress, have 
pointed this fact out in an effort to get action in this regard. 

I would like at this point to have inserted in the record the language 
from our report on the Agriculture appropriation bill, where these 
facts were pointed out. 

(The information is as follows:) 


(1) 











* * 


FAILURE OF COMMODITY CREDIT CORPORATION TO MEET FULL RESPONSIBILITIES 


Any analysis of the present situation confronting farmers must start with a 
thorough study of the Commodity Credit Corporation, the Government’s arm 
established with a dual responsibility to (1) support farm prices within the terms 
of the law and (2) protect the investment of the Nation’s taxpayers, including 
the American farmers, through sales of commodities acquired. 

The agency set up to handle the price-support program was established as a 
corporation in order to give it more latitude to buy and sell, borrow and repay 
money, sue and be sued, ete. In other words, it was created on this basis so that 
it would operate on a businesslike basis to carry out its responsibility of supporting 
farm prices and protecting the Government’s investment through sales. It is 
this latter responsibility which has been largely overlooked by the Corporation 
and those dealing with the subject. 

As to the Corpcration’s authority and obligegtion to sell, we need only look to 
its charter, which in section 5 (f) authorizes it to export or cause to be exported, 
or to aid in the development of foreign markets for agricultural commodities 
acquired under price-support programs or specifically procured for export pur- 
poses. The Charter Act contains no restriction on the prices for which com- 
modities may be sold by the Corporation for export, purposes. 

This Corporation has authority to invest up to $10 billion to support farm 
commodities. At the present time, it has invested over $7 billion in such 
commodities. From this it must be conceded that the Corporation has 
discharged its responsibility to support farm commodities as provided by law. 

On the other side of the picture, however, there is a serious question whether 
the Corporation has met its obligation to protect its (the people’s) investment. 

Testimony before the committee indicates that, while the Corporation has the 
authority to sell its products in world markets at competitive prices, as of February 
1955, nearly $3.7 billion of such commodities have never been offered for sale 
abroad at competitive prices, and storage charges are rapidly increasing the 
Corporation’s investment in these stocks. 

There is reason to believe that such products could be sold in world markets 
through normal channels of trade if an effort were made to do so on a competitive 
basis. During the past year, largely as a result of the urging of this committee, 
about $500 million worth of such commodities were sold for dollars by merely 
offering them for sale on a competitive basis through United States export traders. 
Many countries of the world have dollars and are anxious to buy American 
products at competitive prices. 

Under an erroneous decision, the President and Board of Directors of the 
Corporation have set up a policy of making the American support price substan- 
tially the offering price in world markets. As a result the Corporation is placed 
in the position of a “residual supplier.’’ This is borne out by the following 
statement contained in a news release of the Department dated February, 1954: 

“The present season again finds the United States in the position of residual 
supplier of cotton to the world, that is, with demand for its exports limited until 
other exporters have largely sold out.” 

While the price-support law fixes the domestic price of Commodity Credit 
Corporation sales of basic commodities at the support level plus handling and 
storage charges, there is nothing in the law applying this same formula to sales 
abroad. With full authority to sell competitively in world trade, the Corpora- 
tion and the Secretary, according to his testimony, have set our domestic price 
as our price in world markets, with relatively minor exceptions. In connection 
with wheat sold under the International Wheat Agreement, which is an exception, 
our sales are made on a fixed price level, causing CCC to miss many sales. 

The committee feels that a price-support system is necessary to offset other 
United States costs and to enable the farmer to exist along with the other seg- 
ments of our economy, most of which have protection by law in one form or 
another. It does not believe that losses on commodities taken over by the 
Commodity Credit Corporation, which have been greatly increased bv failure to 
sell, should be used to discredit such a valuable part of the broad farm program 
of this country. 

The Congress authorized sales in world trade at such price as it might take to 
move these commodities. Certainly the Congres: never intended for the CC! 
to restrict United States production to the domestic market by keeping its col- 
modities off world markets at competitive prices. Testimony before the com- 
mittee indicates that nearly every country of the world makes special concess!o!s 
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where necessary to keep its products moving in world trade channels. Undoubt- 
edly Congress intended that this country should compete in world markets. 
This is borne out by the fact that it provided specific authority in the Commodity 
Credit Corporation Charter for the Secretary to sell its commodities in world 
trade at whatever price he finds necessary to sell such commodities. 


COMMODITY CREDIT CORPORATION OPERATING COSTS 


Any decreased investment which might result from flexible or reduced support 
levels is being dissipated by failure to sell. Of the $588.5 million loss incurred on 
CCC commodities disposed of in the fiscal year 1954, about $224 million represents 
storage, Warehousing and transportation costs and $102.9 million represents 
administrative, interest, and similar costs. Of this storage cost, $188 million 
covers storage on those commodities which have never been offered for sale in 
world markets at competitive prices, even though the Department has the author- 
ity to so offer them. These commodities include corn, cotton, rice, tobacco, cheese, 
milk, wocl, cottonseed meal, cotton linters, olive oil, seeds (hay and pasture), 
and soybeans, in which the United States has an investment of $3.7 billion. 

A large part of these storage costs would have been avoided had the Corporation 
used its authority to sell these stocks in world trade through normal channels. 
Losses on sales abroad could well have been less than storage costs resulting from 
the present policy of holding such commodities off world markets at competitive 
prices. For example, on some of the cotton now held, as much as 8 cents per 
pound has been added to the Government’s investment by storage costs alone. 

In view of the large amounts of Federal commodities on hand, no further 
increases in storage rates should be authorized under any circumstances. Instead, 
the committee feels that storage costs should be brought down by at least 20 
percent during the next fiscal year, by reducing stocks through sales. It also 
believes that the reduction of stocks of commodities and storage costs should 
continue at even a faster rate in the years ahead, until CCC holds only such 
supplies as are essential to security reserve for one year. 


NEED FOR POSITIVE SALES PROGRAM 


It would seem to the committee that the directors of any corporation should 
realize that a business cannot operate successfully if it does not sell what it pur- 
chases. This is particularly true where holding the stocks continues to add to the 
carrying charges due to accrued storage costs and constantly increasing adminis- 
trative expense. And yet, that is what the Commodity Credit Corporation is 
doing. 

The committee find that this $10 billion corporation, which now has over $7 
billion invested, does not have a sales manager or a sales organization. Actually 
it does not even have a sales policy or program worthy of the name. 

It has long been recognized by the Congress that, in order to protect the public 
interest, Government purchase contracts must go to the lowest bidder. In view 
of the soundness of that policy, the committee wonders why the CCC does not 
save Government money by selling to the highest bidder. Generally speaking the 
Corporation does not do that either at home or abroad. Almost 100 percent of 
the commodity sales are offered at a fixed price. Usually, on this basis, CCC does 
not sell, thereby increasing storage costs and adding to the United States invest- 
ment and eventual losses. Last year, when the committee got the Corporation 
to offer stocks competitively, the commodities were sold for dollars totaling $500 
million. 

Certainly, the operating heads of this $10 billion corporation must realize that, 
with over $7 billion invested, they cannot keep buying, and cannot keep adding 
to carrying charges because of higher storage rates, increasing commodity volume, 
and more administrative costs—and not sell for the best available price. 

Yet the officials of this corporation will not sell competitively in world trade. 
It cannot be because they do not have authority, for the charter itself gives un- 
limited authority to sell on such a basis. 

The charter of the Corporation provides for a president and board of directors. 
These officials are— 

¥zra Taft Benson, Director (Secretary of Agriculture). 

True D. Morse, President (Under Secretary of Agriculture). 

James A. McConnell, Director (Assistant Secretary of Agriculture). 
Ervin L. Peterson, Director (Assistant Secretary of Agriculture). 
Karl L. Butz, Director (Assistant Secretarv of Agriculture). 

O. V. Wells, Director (Administrator of AMS). 

R. L. Farrington, Director (Solicitor of Agriculture). 
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The President of the Corporation, in reporting to the committee on the com- 
modity disposals for the last year, referred to how much the Corporation had 
“hartered,”’ how much it had “granted”? and how much it had ‘given away.” 
He then discussed how much the ‘disappearance’’ was, and in an optimistic 
note commented on what the current year’s “dispositions” will be. On the 
basis of such testimony, the committee raised a question as to how long any 
private corporation could exist with such a policy of giving away assets, then 
merely charging off the losses. 

* * * * * * * 

From the Department’s testimony, it appears that CCC policy is dependent 
upon obtaining agreement among the various segments of the trade as to time 
and terms of disposal. Yet within the trade there are many conflicting interests 
which cannot be reconciled so as to permit necessary actions protecting the 
interests of the Corporation. With general agreement under such circumstances 
virtually impossible, except on a giveaway basis, CCC offerings in world trade 
are made at such a high pegged price level that other countries are enabled to 
offer their commodities just under United States prices and get the markets. 
Thus the United States holds an umbrella over world prices and invites United 
States capital to move its production to foreign lands. 

The committee feels strongly that the officials of the Commodity Credit Cor- 
poration must accept their responsibility to properly handle the affairs of the 
Corporation so as to protect the Government’s investment. The retention of 
any farm program will largely be determined by how well the business of the 
Corporation is handled. 

A sales manager should be provided immediately by the Board of Directors. 
He should be made directly responsible to it, with a directive to set up a sales 
organization and a positive sales program under which commodities will be sold 
for the best price the Government can get and still move them before ‘“‘storage 
costs”? become too large. 

If, to get this done, it is negessary to make the officers and employees of the 
Corporation independent of the Department of Agriculture, Congress should 
adopt legislation to accomplish this. 

Sale of CCC commodities is essential to American agriculture, for those stocks 
not offered for sale on a competitive bid basis have two undesirable results—the 
reduction of production goals and the lowering of price support levels. Already, 
cotton not offered in world trade on a competitive bid basis has been used to 
reduce United States acreage by about 7 million acres in 2 years. As pointed 
out earlier, due to such restrictions imposed this vear alone, more than 55,000 
farm families are without homes and more than 130,000 farm families have had 
their gross annua! income of $1,000 or less reduced to around $900. And it must 
be realized that this is not the result of price supports but is because CCC will not 
sell the commodities acquired. 


INCREASES IN FOREIGN PRODUCTION 


It is imperative that these policies be changed immediately, since foreign acreage 
is increased as United States acreage is reduced. Figures from the Department 
indicate that reductions in United States production have not cut world produe- 
tion, but have transferred our acreage to foreign lands instead. 

Since 1949, foreign production of cotton has increased 49 percent while United 
States production has decreased 16 percent. Since 1952, production of cotton 
has increased about 43 percent in Europe, 6 percent in Asia, and 11 percent in 
South America. Indications are that further increases are expected in these 
areas of the world next year. During this same period, cotton acreage in the 
United States has been reduced about 35 percent. 

With this loss of income to the economy of the United States, it is distressing 
to note that much of the increased production in other countries has been sup- 
ported by American capital and ‘‘know how.” The assurance of a United States 
umbrella over world prices has enabled these concerns to develop profitable 
operations in countries where labor and other costs of production are much below 
ours. 

* * * oe * + 


Mr. Wuirten. The Solicitor of the Department and the Secretary 
have agreed in hearings before this committee that such authority 
does exist. 





5 


In January of this year this committee asked for an investigation. 
| should like for the questions which the investigators developed, plus 
the highlights of their findings, to be incorporated in the record at 
this point. 


(The information is as follows:) 
* * * * 


POINT 1 


The increase tn agricultural production in foreign countries during the past 4° 
jears, with particular reference to the basic commodities receiving United States 
price support, 

“Cotton 

“The greatest increases in production and the greatest potentials for future 
competition with the United States are Mexico and the Middle East countries of 
Turkey, Syria, Iran, Lraq. 

“In Mexico cotton production has increased from a prewar 5-year average of 
334,000 bales to a postwar 5-year average of 577,000 bales and to 1,780,000 bales 
n the crop vear 1954-55. Cotton exports have increased for the same periods 
from 105,000 to 348,000 to 1,150,000 bales. 

“It is reported that Mexico started its program for expansion in irrigation 
facilities in 1947, and is proceeding approximately on schedule. It is anticipated 
that the program will be completed in 2 or 3 years, at which time the limit of 
appreciable expansion will be reached. The Yaqui River project is expected to 
increase irrigation substantially in the northwestern section.” 

In the Middle Eastern countries of Turkey, Syria, Iran, and Iraq cotton 
production decreased from prewar 5-year average of 459,000 bales to a postwar 
j-year average of 390,000 bales affd then increased to 1,260,000 bales in the crop 
vear 1954-55. Cotton exports for the same periods decreased from 157,000 to 
85,000 and then increased to 684,000 bales. 

‘It is believed that there will be continued increases in cotton production in the 
Middle East. 

“Cotton production in Nicaragua, El Salvador, and Guatemala has increased 
steadily from approximately 50,000 bales 4 years ago to an estimated 300,000 
bales in 1954-55. A further increase of about 100,000 bales is expected in 1955-56, 
and potential annual production estimates after several more vears of development 
range from 700,000 to 900,000 bales. 

“In Peru cotton production has increased 25 percent during the past 5 years 
to 505,000 bales in 1954-55. During the same period exports, which are a large 
proportion of production, increased 25 percent. However, it is reported the 
Peruvian Government holds cotton and sugar production (the most profitable 
crops) under strict control in order to insure the production of adequate food crops. 


“Wheat 


“World wheat production increased from an annual average of 6 billion 
bushels in prewar years to 6.6 billion bushels in 1950-51. It continued to rise to 
7.4 billion bushels in 1952—53 and 7.3 billion bushels in 1953-54. Lower yields 
and a slightly lower acreage resulted in somewhat less wheat production or 6.8 
billion bushels in 1954—55. 

‘As compared with the 5-year prewar average world wheat acreage was 9 per- 
cent higher and production was 14 percent higher in 1954-55. 

“In the United States with acreage allotments and marketing quotas in effect 
farmers harvested 3 million or around 6 percent fewer acres of wheat in 1954 than 
in 1935-39. With higher acre yields they produced around 211 million bushels 
or 28 percent more wheat, however, in 1954 than in 1935-39. 

“In the 3 other major wheat exporting countries—Canada, Argentina and 
Australia—around 6 million fewer acres of wheat were harvested in in 1954-55 
than in the 5 prewar vears 1935-36 to 1939-40. Higher acre yields resulted in the 
production of about 37 million bushels or 5 percent more wheat in these countries 
in 1954—55, however, than was produced in 1935-36 to 1939—40. 

“These acreage and production data indicate that the relatively high level of 
world wheat production in 1954-55 was not the result of expansion in the major 
wheat exporting countries.’’ 

Sharp increases in wheat acreage and production have been recorded in a number 
of the European and Middle Eastern countries which have received substantial 
loreign aid grants in recent years. 
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France, although reducing slightly the acreage devoted to wheat in 1954 as 
compared with the 1935-39 average, produced over a third or 100 million bushels 
more wheat in 1954 than in the prewar years. 

Turkey had almost doubled her wheat acreage since the 1935-36 to 1939-49 
average and more than doubled her total production in 1953-54. Unfavorable 
yields in 1954-55 resulted in a sharp drop in wheat production as compared with 
a year earlier yet it remained a third higher than in the prewar years. 

Greece although on a net import basis has increased her wheat acreage 2() 
percent and production by 50 percent as compared with prewar years. 

Most Latin American countries, as a part of their programs to increase home 
food production, have expanded their wheat acreage and production. The acreage 
in wheat in Mexico has increased 50 percent while production has more than 
doubled since the period 1935-36 to 1929-40. Although wheat is a minor crop 
in Peru the acrage has increased 50 percent and production has almost doubled 
as compared with prewar years. 

In the interests of maintaining self-sufficiency wheat production is expected to 
continue at recent high levels in most countries which are now on @ net import 
basis. No definite trends are in evidence in the more important foreign wheat 
exporting countries. 

* * * * * * 


POINT 2 


The United States interests which have brought about such increased foreign 
production through furnishing of financial support and technical direction ana 
assistance. 


Anderson, Clayton & Co. 


In Mexico, Anderson, Clayton & Co. has increased its net capital investment 
account in plants and equipment by $8,911,709 to a total of $12,653,316 during 
the period July 31, 1947, to July 31, 1954; and in Brazil by $7,140,303 to a total 
of $15,354,158 for the same period. This company has increased total net capital 
investment in plants and equipment in all Latin American operations, by approxi- 
mately $18,791,214 to a total of $33,073,037 for the same period. As of March 
1955 Anderson, Clayton’s foreign plants consisted of 15 compress and warehouse 
units, 22 oil mills, 112 cotton gins, 10 oil refineries, 5 finished product plants, and 
5 soap plants. The company operates through a number of subsidiaries in Mexico, 
Argentina, Brazil, Peru, and Paraguay, all of which are mostly wholly owned. 
Operations were started in Mexico about 1924 and in Peru, Brazil, Argentina, 
and Paraguay during 1933-35. Crop loans in all foreign operations as of July 31, 
1954 were $14,955,477. (Source: SEC records and company reports.) 

Anderson, Clayton & Co. is reported to be the largest buyer, processor, and 
exporter of cotton and peanuts in Brazil, and largely responsible for the growth 
of the cotton growing industry in that country. Recent expansion in its Latin 
American activities appears to be in the field of processing and refining of veg- 
etable oils. 

The Nile Ginning Co., a wholly owned subsidiary of Anderson, Clayton & Co., 
operates in Egypt and the Sudan. The net plant and equipment account of this 
company increased from $434,094.31 in 1947, to $965,094 in 1954. 

The staff has received reports, which it has not yet confirmed, that Anderson, 
Clayton & Co. is building 20 new gins in Baja California to handle Mexican cotton 
production. Also, that the company financed new wells and promoted cotton 
production on a large tract of land in southern Peru. Reports are that the wells 
are not fully satisfactory, so plans are supposed to be underway for surface irri- 
gation from lakes some distance away. 


The Corn Products Co. 


This company has plants and grain operations at Guadalajara, Mexico, |! 
Argentina, and in Brazil. It manufactures and distributes products using cor! 
or milo maize as the raw materials. As of December 31, 1954, investment of this 
company in foreign subsidiaries built up over some period of time is listed at 
$14,749,000. 

During 1954 foreign sales of corn products by the company’s domestic plants 
totaled $11,888,041 or approximately 5 percent of total sales. Latest figures for 
sales of its foreign subsidiaries show that in 1953 these amounted to $95,313,550. 
(Source: SEC records and company reports.) 





W. R. Grace & Co. 


The W. R. Grace & Co. has one of its principal foreign operations in Peru. 
Peruvian subsidiaries of the Grace Co., jointly owned with leading local indus- 
trialists, operate 4 integrated cotton mills, the largest in Peru, 2 sugar estates of 
approximately 10,000 acres each, and numerous other merchandising, exporting, 
and importing activities. These subsidiaries buy large quantities of cotton, 
mostly for their own mills, although some is exported. The Grace Co. has other 
cotton mills in Colombia and Chile. In the latter country it produces 20 percent 
of Chile’s cotton and rayon blend cloth and, in addition, some woolen goods. 
Overall, Grace’s Latin American affiliates produced in 1954, 97,600,000 yards of 
cotton, rayon, and woolen fabrics, 

W. R. Grace & Co. owns a large percentage of the stock in the Grace National 
Bank of New York City. The foreign branch of this bank is closely connected 
with banking institutions in Latin America. 


United States capital in Mexico 


Mexican cotton production is now being more aggressively encouraged by 
United States capital as the irrigation projects, which were started some few 
years ago, near completion. New deep-water port facilities being developed in 
Baja California will further expedite cotton and grain growing and marketing in 
western Mexico. Major banks in the United States consider cotton production 
(harvesting) loans in Mexico and some other Latin American countries a sound 
investment. Crop-production loans made by the banks of Mexico can readily be 
discounted at a number of American banks. 


Unconfirmed reports of individual companies’ activities in Latin America 

Bank of America, California.—In April 1955 the press reported a $10 million 
credit granted to finance cotton growers in Mexico. Press comment included the 
statement that this is an indication of ‘‘confidence of American banks in Mexico’s 
economic future and easy sale of a bumper cotton crop.” 

J. G. Boswell Co., Inc., Los Angeles, Calif.—It is reporved that this company 
recently formed a new wholly owned subsidiary under the laws of Mexico, called 
Boswell de Mexico 8. A., to own and operate a cotton gin in the State of Sonora, 
The plant is currently under construction and is expected to be operating during 
the summer of 1955. 

Cargill Inc., Minneapolis, Minn.—This company is engaged in diversified ac- 
tivities and is one of the largest grain merchandising companies of international 
scope. It operates a grain elevator in Argentina. 

The Continental Grain Co., Chicago, Ill.—-This company is also one of the largest 
international grain merchants and operates in Argentina. 

Cook and Cia, de Mexico S. A., Torreon, Mexico.—This company, a& subsidiary 
of Cook & Co., Memphis, Tenn., is reported to have received a loan of $300,000 
from @ Phoenix, Ariz., bank in 1955 and another loan of $400,000 secured by 
4843 bales of cotton at Sao Paulo, Brazil. 

R. L. Dison & Bros., Dallas, Tex.—This company has a wholly owned subsid- 
iary at Harmossillo, Mexico, operating storage facilities and an 8,500-acre ranch 
raising cotton and wheat. R. L. Dixon also is a partner in the Brazilian firm of 
Cia, Algodaeria Wooly Dixon. 

Esteve Bros. & Co., Dallas, Tex.—This company sells cotton all over the world. 
Its Brazilian, Spanish, and Mexican equity is reported to be in excess of $1 
million, 

Hohenberg Bros., Inc., Memphis, Tenn.—This company is one of the largest 
companies in the cotton business. It finances and gins cotton in Mexico with 
its subsidiaries Algodonera Hohenberg 8S. A. de C. V. in Mexico City, and 
Empresas Hohenberg of Torreon. It also owns Hohenberg 8. A. in Sao Paulo, 
Brazil, and has a substantial amount of business in Europe, Africa, and Asia. 

George McFadden & Bros. Co., Memphis, Tenn.—This company is also one of 
the largest cotton merchants in the world, with a net worth of over $10 million. 
The company sells over 1 million bales of cotton annually and is a leader in the 
world cotton market. It has affiliates in Sio Paulo, Brazil, and Torreon, Mexico. 

Sternberg-Martin & Co., Dallas, Tex.—This company advertises Mexican 
growths and has a subsidiary—Sternberg-Martin de Mexico, at Matamoros, 
Mexico. 

Eugene B. Smith & Co., Dallas, Tex.—Eugene B. Smith de Mexico 8S. A. has 
branches at Matamoros, Mexico City, Torreon, Mexicali, and Hermosillo, Mexico, 
which merchandise, finance, and gin cotton in Mexico. 

Starke Taylor & Son, Dallas, Ter.—This company handles Mexican cotton 
through Starke Taylor de Mexico, Matamoros. 


66580—55 2 
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Weil Bros., Montgomery, Ala.—This company operates in Mexico and Centra] 
America under the names of Weil Bros. de Mexico 8S. A. and Algodonera Weil 
S.A : 


* * * * * * * 


POINT 3 


The extent to which such United States financial interests receive special tax con- 
cessions from the United States Government on income from production in other 
countries. 


Federal income tax treatment of United States interests on income from without the 
United States corporations 


1. Introduction.—The Internal Revenue Code of. 1954 provides certain credits 
or tax advantages for United States corporations doing business in United States 
possessions or in foreign countries. In some instances the credits are allowed to 
avert double taxation; in others special treatment is permitted to encourage 
United States trade and investment abroad, particularly in this hemisphere. 

The following is an outline of Federal income-tax treatment accorded income of 
domestic corporations from without the United States. The section references 
are to the Internal Revenue Code of 1954, Public Law 591, 83d Congress, approved 
August 16, 1954. 

2. Foreign Tax Credit (secs. 901-905).—A domestic corporation may elect to 
take credit against its total income tax for any income, war profits, or excess- 
profits taxes paid or accrued during the taxable year to any foreign country or to 
any possession of the United States. The term “income, war profits, and excess 
profits taxes’ includes taxes paid in lieu thereof, such as taxes based upon gross 
sales or unit of production. The credit is not allowed against the following 
United States taxes: the tax on accumulated earnings, the additional tax on war- 
loss recoveries or the personal-holding-company tax. The amount of credit for 
foreign taxes is limited to the proportion of United States tax applicable to that 
particular foreign income. 

A credit is also permitted a domestic corporation for the proportionate part of 
foreign taxes paid on income by a foreign corporation which results in dividends 
to the domestic corporation. At least 10 percent of the voting stock of the foreign 
corporation must be held. A further proportionate credit is allowed if such foreign 
corporation owns 50 percent or more of the voting stock of another foreign 
corporation and receives dividends therefrom, and such dividend becomes part of 
the dividend paid to the domestic corporation. 

* * * * * * * 

3. Western Hemisphere Trade Corp. (secs. 921-922).—A Western Hemisphere 
trade corporation is a domestic corporation all of whose business (other than 
incidental purchases) is done in any country or countries in North, Central, or 
South America, or in the West Indies, and which satisfies the following conditions: 

(1) if 95 percent or more of the gross income for the 3-year period imme- 
diately preceding the close of the taxable year (or for the part of of such period 
the corporation was in existence) was derived from sources without the 
United States; and 

(2) if 90 percent or more of its gross income for such period was derived 
from active conduct of a trade or business. 

A deduction in computing taxable income is allowed Western Hemisphere trade 
corporations as follows: 

(A) First determine the taxable income of the corporation. 

(B) Multiply the amount determined in (A) by the fraction— 

(a) the numerator of which is 14 percent, and 

(b) the denominator of which is that percentage which equals the sum of 
the normal tax rate and the surtax rate for the taxable year. 

The effect of this computation is to allow a deduction which results in a 1+ 
percent reduction in tax rate. It is understood that Western Hemisphere trade 
corporations are being rather widely used for United States trade and investment 
in Canada, Central, and South America. 

4. Income from sources within possessions of the United States (sec. 931).— Do- 
mestic corporations engaged in the active conduct of a trade or business within 4 
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possession of the United States are exempt from tax on income from sources out- 
side the United States, if for the 3-year period ending with the close of the taxable 
vear (or the applicable part of that period), 
7 (a) at least 50 percent of gross income is from that trade or business, and 
(b) at least 80 percent of gross income is from any source within the pos- 
session. 

The Virgin Islands of the United States are expressly excluded by statute from 
“possessions of the United States.” 

The credit for taxes paid to foreign countries and possessions, discussed in see- 
tion 2 above, is not allowed to corporations receiving the benefit of this section of 
the code. 

5. China Trade Act corporations (secs. 941—943).—Corporations organized under 
the China Trade Act, 1922 (15 U.S. C., ch. 4, see. 141 et seq.) are allowed a special 
deduction derived from a proration of taxable income from sources within Formosa 
and Hong Kong, such deduction being limited to the amount of the special divi- 
dend which must be certified by the Secretary of Commerce to the Secretary of 
the Treasury. 

China Trade Act corporation benefits are believed to have an inconsequential 
effect on the agricultural situation under study. 

6. Dividends received from certain foreign corporations (sec. 245).—Foreign eorpo- 
ration dividends (other than from a foreign personal holding company) received 
by a domestic corporation are subject to a deduction if— 

(a) the foreign corporation is subject to United States income tax, and 

(b) if it has derived 50 percent or more of its gross income from sources 
within the United States for an uninterrupted period of not less than 36 
months, ending with the close of such foreign corporations’ taxable year in 
which such dividends are paid (or, if the corporation has not been in exist- 
ence for 36 months at the close of such taxable year, for the period the foreign 
corporation has been in existence as of the close of such taxable year). 

The dividend received credit is 85 percent but is limited to the percentage which 
the gross income ot such foreign corporation from sources within the United States 
bears to its gross income from all sources. 

7. Taz treaties (sec. 894).—The code in section 894 provides: “Income of any 
kind, to the extent required by any treaty obligation of the United States, shall 
not be included in gross income and shall be exempt under this subtitle.” 

The development of United States business abroad and the increasing business 
done in the United States by aliens throughout the years have created complex 
tax problems. To solve these problems equitably for taxpayers and to protect 
United States revenues a number of tax treaties have been concluded, or are in 
negotiation. 

* * * * * 


POINT 4 


The ertent to which such financial interests are tied into the Department cf Agri- 
culture and national farm organizations, through representation on advisory com- 
miltees and stmilar groups. 


The Department of Agriculture has furnished the committee staff a listing 
which purports to include every advisory committee of the Department as well 
as all its consultants. These advisory committee lists have been reviewed to 
segregate those which are germane to the survey and those which are not, such as 
Farmer Cooperative Service, Rural Electrification Administration, ete. 

The staff is presently engaged in studying the composition of relevant com- 
mittees to determine the extent of representation of private United States interests 
which are engaged in agricultural activities in foreign countries. To date it has 
been found that the following officials of companies either believed or known to 
be engaged in such activities are currently serving on the indicated committees: 

_ Advisory Committee on Foreign Trade and Technical Assistance: W. C. 
Schilthuis, Continental Grain Co., alternate; Lamar Fleming, Jr., Anderson, 
Clayton & Co., alternate. 

Cotton Export Advisory Committee: Lamar Fleming, Jr., chairman, board 
of directors, Anderson, Clayton & Co. 

Cotton Price Support Advisory Committee: A. M. Crawford, Weil Bros. 
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Grain Export Advisory Committee: André Hinschler, Bunge Corp.; Harold 
E. Sanford, Continental Grain Co.; W. C. Schilthus, Continental Grain Co. 

i Wheat Advisory Committee: H. E. Sanford, vice president Continental Grain 
10. 

Corn Advisory Committee: William F. Brady, Corn Products Refining Co,: 
Robert C. Woodworth, vice president, Cargill, Inc. 

Dairy Export Advisory Committee: George M. MeCoy, Borden Food Products 
Co.; A. W. Sigmund, Kraft Foods, Inc.; Leslie J. Lindell, General Milk Co. 

Dairy Industry Task Committee: Arthur W. Sigmund, Kraft Foods, Ine. 
D. M. Dent, Borden Food Products Co. 

CCC Storage Committee: Loren Johnson, Continental Grain Co. 

National Agriculture Advisory Commission: Jesse W. Tapp, Bank of America:! 

In connection with the Cotton Export Advisory Committee listed above it 
should be noted that a temporary committee of the same name was appointed 
by the Secretary of Agriculture on February 13, 1953, and was comprised of the 
following individuals: 

D. W. Brooks, general manager, Georgia Cotton Producers Association, 
Atlanta, Ga. 

C. R. Sayre, president, Delta Pine & Land Co., Scott, Miss. 

Everett R. Cook, Cook & Co., Memphis, Tenn. 

Lamar Fleming, Jr., president, Anderson, Clayton & Co., Houston, Tex. 

William A. McGregor, vice president, Guaranty Trust Co., New York, N. Y. 

Charles H. Cannon, president, Cannon Mills, Kannapolis, N. C. 

Walter L. Randolph, president, Alabama Farm Bureau Federation, Mont- 
gomery, Ala. 

This is the Committee referred to on February 28, 1955, by Senator Eastland, 
page 49, part I, of hearings before the Subcommittee on Disposal of Agriculture 
Surpluses of the Senate Committee on Agriculture. The committee staff has 
been informed that it held several meetings during the calendar year 1953, sub- 
mitted a report to the Secretary of Agriculture (photostatic copy of which is 
attached as exhibit 6), and that the Secretary considered it dissolved. 

The present Cotton Export Advisory Committee was appointed by the Secre- 
tary of Agriculture on May 24, 1955, to serve for the coming year, and is comprised 
of the following individuals: 

Walter L. Randolph, vice president, American Farm Bureau, Montgomery, 
Ala. 

Alan G. Patteson, producer, Jonesboro, Ark. 

J. B. Hubbard, president, J. B. Hubbard & Co., Cotton Exchange Building, 
Dallas, Tex. 

Allison Pell, president, Pell Cotton Co., Charlotte, N. C. 

Lamar Fleming, Jr., chairman, board of directors, Anderson, Clayton & Co. 
Houston, Tex. 

E. F. Creekmore, president, Creekmore & Co., Cotton Exchange Building, 
New Orleans, La. 

S. Y. West, president, 8. Y. West & Co., Memphis, Tenn. 

D. W. Brooks, general manager, the Cotton Producers Association, Atlanta, 
Ga. 

The committee staff is continuing its study to determine the extent of repre- 
sentation of private United States interests, engaged in agricultural activities in 
foreign countries, on advisory committees of the Department of Agriculture and 
national farm organizations. 

POINT 5 


The amount of foreign-aid funds which nare »neen used to encourage increased agn- 
cultural production in foreign countries: 


As of March 31, 1955, cumulative obligations of the Foreign Operations Admin- 
istration and its predecessor agencies aggregated approximately $19.1 billion. 
Around 63 percent of $12.1 billion represented obligations for assistance activities 
in 20 selected countries where agriculture relatively is most important. (See 


1 This name is included as the Mexican press has reported that the Bank of America has issued credit of 
$10 million for financing cottongrowers in Mexico. Several other banks have representatives on com 
mittees but it has not yet been determined whether they finance foreign production. 
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table 1.) In these 20 countries slightly less than $1 billion has been obligated 
for agricultural assistance including health and industrial assistance activities 
having a direct bearing on agricultural production and processing. In addition, 
approximately $710.8 million in local counterpart funds created by assistance 
activities in these 20 countries have been programed for the furtherance of agri- 
cultural production and processing. 

Because of the outstanding importance of agriculture and substantial increases 
in agricultural production, particularly cotton in recent years in Iran, India, 
Pakistan, and Turkey as compared with the other countries receiving assistarce 
the activities in these countries are being analyzed in detail. 

Thus far detailed data are available only for Iran. (See table 2.) As of 
March 31, 1955, approximately $201.2 million United States foreign assistance 
funds have been obligated for the Iranian program, of which amount $47.3 million 
has been incurred for agricultural assistance, including those health and industrial 
activities bearing directly on agricultural production. The breakdown of these 
funds by field of activity and between projects and technical assistance is as 
follows: 

{Amount in millions] 


ie tine deel ial Technicians 
Activity field Projects and trainees 


Agriculture $17 $5. 6 
Health Y. ¢ 2.5 
Industry, transportation, and community development 11.6 

Total : 39. : 


COMMODITIES OFFERED FOR SALE ON COMPETITIVE BASIS 


Mr. Wurrren. I should like to include in the record the commodi- 
ties which the Department has offered for sale on a competitive-bid 
basis at the insistence of this committee. 


(The information is as follows:) 
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Report of price-support commodities as of Feb. 16, 1955, and as of July 
based on records and known commitments in CSS commodity divisions and offices 


Commodit) 


Commodities offered for export 
sale on a competitive-bid 
basis: 

Butter 
Whey and whey products 
Barley 
Beans, dry edible 
Flaxseed 
Grain sorghum 
Oats 
Rye 
Seeds, winter cover crop 
Cottonseed oil. 
Linseed oil 
Olive oil 
Tung oil 

Subtotal__. 

Commodities which have not 

been offered for export sale 

on a competitive-bid basis 
Cotton, upland 
Cotton linters 
Cheese 
Milk, dried 
Corn 
Rice 
Seeds, hay, and pasture 
Soy beans. 
Rosin 
Turpentine 
Tobacco 


Wool 


Subtotal 
Wheat 5 


Total. 





Unit of measure 


Pound 

do 
Bushe}! 
Hundredweight 
Bushel 
Hundredweight 
Bushel 

do 
Pound 

do 

do 
Gallon 
Pound 


Bale 

do 
Pound 

do 
Bushel 
Hundredweight 
Pound 
Bushel 
Drum (517-pound) 
Barrel (50-gallon) 
Pound 

do 


Bushe 





Estimated total stocks ! 


As of Feb. 16, 1955 


Quantity 


| Thousands 
$171, 360 

1, 067 

7, 432 


264, 445, 000 
35, O18, 796 
5, 282, 000 
107, 000 | 
305, 000 
, 378, 000 
, 824, OOO 
, 769, 000 
668, 000 
300, 000 
, 278, 000 
348, 774 
, 32] 


? 283, 829 | 


803, 162 | 
, 154, 693 | 
500, OVO 
, 532, 000 
§22, 000 
, 471, 000 
055, 000 | 


667, 474 

56, O85 l 

2, 267, 000 
109, 229, 523 


1, 673, 565 
1, 732, 259 


661, 420, 000 


Total cost 


1, 362 | 


45, 094 
9, 907 | 


, 000 g, 


309, 711 
67, 364 
137, 400 
12,312 
1, 010, 300 
15, 481 


15, 959 


26, 112 


538 


76, 674 


As of July 


Quantity 


182, 218, 000 
48, 483, 000 
2, 626, GOO 
4, 401, 000 


996 
35, 317, OOO 


55, 117, OOO 


RUD | 
27 27, 971, 000 


aé ai, 


1, 665, S71 


268, 10S, OOO 
3 132, 318, 000 
3 566, 973, 000 

4 12, 690, 000 

419, 292, 000 

4, 599, OOO 
619, 144 

44, 398 

231, 000 
150, 228, 259 


714 





939, 363, 000 


3, 689, 653 


| 
| 


| 


44,431, 000 | 


6, 128, 000 | 
679, OOO 


78, 433 


1, 155, 778 | 


| 


| 
| 


>” 
wl, 


Tot 


Thou 


D116, 437 


1 Estimated total stocks owned by CCC plus commitments to purchase less commitments to sell 


cludes cotton and wheat setaside limited as to disposition pursuant to the Agricultural Act of 1954, as follo 


Cotton 
W heat 


| Unit of 

measure 

Bale... 
Bushe] 


| 


Feb. 16, 1955 


1, 000, 000 
400, 000, 000 


July 27, ! 


4 
166, 82 


2 Although CCC had no inventories of peanuts and honey on these dates, available quantities of t 
commodities were offered and sold for export on a competitive-bid basis. 

$’ Currently being offered for export sale on a competitive-bid basis. 

4 Broken rice, alfalfa seed, birdsfoot trefoil seed and tall fescue seed currently being offered for export s 


on a competitive-bid basis. 


5 Wheat is offered for export sale at International Wheat Agreement prices. 


Note.—A regrouping of commodities as of July 27, 1955, to reflect dried milk, corn, rice, and hay and ps 
ture seeds in the category of commodities offered for export sale on a competitive-bid basis would reflect | 


following: 


Offered _ _- 
Not offered _ __ 
WES cascn- 


Coat (th 
sands 
$1, 510, 8!" 

603, 6° 


» 
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IN FOREIGN PRODUCTION 


UNITED 


OF 
STATES 


INCREASE COMMODITIES SURPLUS IN 


Mr. Wuirren. Also I should like for the record to show the increase 
in foreign production of the commodities which are in trouble in the 
United States, and of which the Commodity Credit Corporation has 
had a large supply during the period that such commodities have 
not been offered by the Commodity Credit Corporation in world trade 
on a competitive-bid basis. 

(The information is as follows:) 


Cotton: Production,! United States and other countries, and percent of change,? 
1950-56 


Production 
United 


States 


Thousand 
hales 


Production 
other 
countries 


Percent of 
change 


Thor 


sand 
hele 


s 


Percent of 


} 
co 


} 


shige 


10, 014 
15, 149 20, 571 
15, 139 20, 681 
16, 465 t 21, 451 
13, 569 ; 22, 422 


23, 500 


18. 098 


s2les of 500 pounds 
Vereent of change ft 


Preliminary. 


2rOss 
mh pi 
sl Service, Cotton Division, June 24, 19 


yurce: Foreign Agricultur 


Corton LINTERS 


Actually, no effort has been made to maintain worldwide production figures on 
linters since there are so many variable and undeterminable factors that influence 
the production. However, tt is estimated that linter production outside the 
United States approximates 700,000 to 800,000 bales annually (400,000 to 500,000 
felting and 300,000 chemical). 

The level of production is influenced significantly by the price that linters are 
bringing in the world market. Since information indicates that foreign countries 
do not generally have programs that artifically influence the production or price 
of linters, it is considered that trade statistics will serve as an indicavor of the level 
of linters production in excess of domestic requirements. 

The following statistical table gives figures on linters exports from the three 
most important producing countries. 


Exports of cotton linters, 1950 to date 


{Equivalent bales of 500 pounds gross] 


Year beginning Aug. 1 
Country of growth — sree 


1950 


United States 
Brazil. . 
Mexico 
U.S.S. R.4 


111, 800 
103, 465 
148, 450 


August through April 1954-55. 
* August through May 1952-53 
Not available. 
* Such data as is available indicates no marked changes in linters exports from the 
* Calendar year only available data. 


Source: Compiled from official sources. 


1951 


270, 915 
108, 099 


113, 416 


1952 1953 


132, 887 
3 226, 524 


128, 537 


285, 710 


5 139, 514 
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Dairy products: Changes in factory production of items in CCC stocks in principal 
producing countries, 1953-54 


[In thousands of pounds] 


Butter Cheese 
Country east ae 


1953 1954 Percent | 1954 Percent 








NR So Sn oe So eases 127, 280 114, 639 90 242, 506 | 198, 414 
I ican ccesinial aad 3 350, 186 | 397, 777 114 106, 707 107, 229 
a «6 inom weadienheabinen aaieon ‘ 1 67, 152 1 69, 167 103 29, 494 30, 864 
Belgium . 90, 609 97, 779 108 217, 587 | 217, 257 
Canada. ‘ 1 325, 690 1-334, 343 103 81, 660 | 91, 700 
Denmark ans 380, 734 397, 710 * 104 192, 021 178, 793 
France.....- ° : 1 606, 265 | 13 650,000 107 1 §95, 242 | 13730, 000 
Germany, Western... _-__--- 634, 618 668, 329 105 354, 720 343, 289 
Ireland . . . : 78, 774 | 88, 005 112 36, 720 3 6, 720 
PL: vn niitbaketvadeadenmnd 182, 984 179, 662 98 312, 678 | 326, 503 
PUGET ONIN on occ cccecaccecss 430, 682 407, 501 95 239, 971 246, 198 
Norway . 27, 877 22, 970 82 | 59, 694 65, 792 
Sweden Facade ices ion te aaidadis 215, 813 | 204, 095 95 119, 714 | 121, 845 
Switzerland : eee ; 51, 332 62, 754 122 | 121, 277 111, 892 
United Kingdom. ---.-_--- . ns 34, 272 | 51, 520 150 | 3 196, 896 3 182, 776 





eS vtedniere asi 3, 604, 268 | 3,746, 251 104 2, 676, 887 | 2, 759, 272 











1954 increase over 1953-. .-_.| 141,983 . a 82,385 
| 





Nonfat dried milk Dried whey 


1954 Percent : 1954 Percent 


ssh nc imncexaee ascent (4) bhay : (4) 
Austraiia........-- pean teee : 73 | 47, 569 | } 5 9, 677 512 
Austria anwenasawe ° | 176 | a (‘) (*) 
RUE, ncunucocken sakes : 34, 683 | 34, 328 | 99 | (4) (4) 
CN oid ca dintieeinkine ite , 82 81, 440 | (4) (4) 
a i nia ilinns ‘ 12, 249 (*) (4) | (4) 
2. . | (4) (4) | s (4) (4) 
Germany, Western 50, 216 | 44, 471 ¢ (‘) (4) 
Ireland _ (4) 1) ; (4) (4) 
Netherlands 64, 641 74, 033 f (4) (4) 
New Zealand 93, 287 | 79, 929 514,154 5 18, 483 
Norway aed d sa (4) (*) sae (4) (4) 

Sweden______- | 14,475] 14,612 ® | @& 

Switzerland distin eahantiebawe (4) | (4) (4) (4) 

Wites, BINGO. «6 cect encdcevci 43, 680 | 62, 496 “ 515, 456 | 519, 488 


435,126 | 439, 054 


3, 





50, 273 














1 Includes farm production. 

2 Subject to revision. 

3 Estimated. 

4 Not available. 

5 Includes dried buttermilk. 

6 1952 production = 968,000 pounds. 


World tobacco production 


{1 million pounds} 





World (excluding United States) 392. 5, 596.5 
United States el 2, 236.4 
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Foreign production of certain oils and oilseeds, 1952-55 


Item and unit 


Tung oil 2 ae 
Cotton oil § Sduttuel 
Te a 
Flaxseed _ - ...- 
Soybeans 5... 


| Preliminary forecast. 


? Includes estimate for China at 1954 level. 


3 Crude oil basis. 


thousand short tons 


do 
do 


million bushels 


do 


1952 


105 
, 210 
S40) 
us 


Qe 


ots 


1953 | 1954 | 


us 
1, 320 
760 
8S 
400 


4 Represents oil yield of flaxseed crushed at home or exported for crushing in other countries 
5 About 8&5 percent represents Communist China where production estimates not fully reliable. 


f Thus 1955 decrease explained by Argentina and Paraguay. 
Calculated from seed production less other uses and waste 


Source: U. S. Department of Agriculture, Foreign Agricultural Service, Fats and Oils Division. 


Foreign wool production increases, 1955 over 1954 


Country 


\ustralia 
New Zealand 
Union of South Africe 


U.8.8.R 


All other inereases 


Subtotal 
otal decreases 
Net increase 


Preliminary. 
? Greasy basis. 


Grain production in the world eacluding the lt 


Commodity 


Wheat 
Rye 
Barley 
Oats 
Corn 


{In million bushels] 


Average, 
1935-39 
5, 266 
1, 687 


2, 123 | 
3, 320 | 





Commodity 


Wheat 
Rye 
Barley 
Oats 
Corn 


Production 


1954 ! 


Million 
pou nds 2 
1, 280.0 
450.0 
280. 0 
390, 0 


795.5 


3, 195 
VIS. 5 


4, 114.0 


Average, 
1945-49 


1954 as 
percent of 
1935-39 


111 
92 
115 


SO 


104 


1955 | 


Million 
pounds 2 
1,315 
tr 

200 

110 

S10. ; 


3, 285. ; 
913. 7 


4, 199 


6, 121 
1, 659 
2, 509 
3, 140 


2, 305 


1954 as 
percent of 
1945-49 


126 
103 
129 
111 
115 


Source: Grain and Feed Division, Foreign Agricultural Service. June 1955 


66580—55——_3 


Increase 1955 
over 1954 


Million 

pounds 
35.0 
10.0 
10. 0 
20.0 


14.8 


Rt 


' 


‘nited States 


1954 as 
percent of 
1952 


Percent 
Increase 


1954 as 


percent of 


1953 
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SURPLUS COMMODITIES OFFERED IN WORLD TRADE 


Mr. Wuirren. I should also like to have a list of the commodities 
which have been ‘offered in world trade at a price lower than the 
domestic price. 

(The information is as follows:) 


Price support commodities offered by CCC for commercial export sale at less than 
domestic (market) prices ! 
| | 
Commodity 1953 | 1954 | 1955 
| 
|— 


Butter 
Cheddar cheese 
Dried milk 
Dried whey 
Wheat 
Corn 
Rye 
Oats 
Barley 
Grain sorghums 
Rice: 
Rough 
Milled 
Broken 
Flaxseed 
Beans: 
Baby limas 
Large limas 
Red kidney 
Small red 
Small white 
Pea 
Pink 
Pinto 
Great northern 
Cottonseed oil: 
Crude 
Refined 
Cottonseed, meal and cake 
Linseed oil, raw 
Olive oil 
Peanuts for crushing 
Alfalfa seed 
Birdsfoot trefoil seed 
Tall fescue seed 
Blue lupine seed ; 
Clover seed | 
Vetch seed 
Austrian winter peas . X 
Honey - - : ‘ : X 
' 


AL AAZZAAAALA 
AAAAAALAGKG 


Mr NM: MMMM AMM 


PAPI Pe A: Om OA 
Mi RM MM HK KKM BG 


ar Ms 


1 Includes commodities offered for export at (a) stated prices below the domestic market price, 
competitive bid basis, with no minimum price specified, and (c) at market price for export. 


Mr. Wuirren. I believe that would be sufficient at this point. 


PROGRESS TOWARD DISPOSITION OF SURPLUS COMMODITIES IN WORLD 
TRADE 


Now, Mr. McConnell, it is my information that the Department 
has decided to move under the authority of the Commodity Credit 
Corporation, and has taken action in connection with the directive 
of the Congress to set up a sales organization. At this time we should 
be glad to ‘have your report as to “what the Department has done in 
connection with ‘this, and ‘particularly with regard to cotton. It is 
my understanding that cotton is the one commodity that has not been 
offered in world trade at a lower price that the domestic price. 

Mr. McConne.u. It has been my overall responsibility to super- 
vise sales of the commodities owned by the Commodity Credit Cor- 
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poration. Naturally, we want to move them and we want to get for 
them every cent that we can. To that end I think we have in the 
last few months offered every commodity for sale at competitive prices 
in the world market, as near as we could determine those prices, with 
the exception of cotton. 

Mr. Brereer. | think that is right. 

Mr. Hueues. There are certain commodities, such as wheat, 
because of the International Wheat Agreement, that are not on an 
open competitive-bid basis. 

Mr. Wuirren. But with regard to those exceptions, as to the 
offerings in world trade, they are at a considerably lower price than 
the domestic price. 

Mr. Hueues. That is correct. 

Mr. Wurrren. In other words, the record would be completely 
correct if it were stated that all commodities were either offered at a 
truly competitive price in world trade or at a lower price than the 
domestic price, with the exception of cotton. 

Mr. Hugues. I think that is right. 

Mr. McConne tt. I guess that would be a correct statement. I do 
not think of any exceptions. 

Mr. Ricuarps. There is one exception, Mr. Whitten; that is tung 
oil. Of course, you know there is a short crop of tung oil this year. 

Mr. Wuirren. We might modify it to say all commodities of which 
you have any substantial supply and for which there is a need to move 
the commodity. 

Mr. Ricnarps. Yes, sir. 

Mr. Wuirren. You have either made it truly competitive or 
offered it at a lower price than the domestic price, with the exception 
of cotton. 

Mr. Bercer. Thatis right. Tung oil we have offered on a different 
basis. 

Mr. Wuirren. But that is because the supply is short. 

Mr. Bercer. The supply is short because of the freezeout last 
spring, and the world supply is short. 

Mr. Wuirten. But it is moving at that level, as stated? 

Mr. Brercer. That is right. 

Mr. WuirrEeNn. | am not proposing a “‘fire sale.”” I am just trying 
to make it possible to buy these commodities. 

Mr. Bercer. I agree. That is the proper approach. 

Mr. Warren. Mr. McConnell, in connection with that do you 
see any way to sell anything, unless you make the price competitive, 
if the supplies of the world are adequate, particularly if there is what 
might be termed a surplus? Is there any way to really sell com- 
modities unless you make the price competitive with your competitor, 
in your judgment: ? 

Mr. McConnetu. It has been my experience and it is also my 
judgment, Mr. Chairman, that goods of equal quality usually have 
to be at competitive price levels in order to move. 

Mr. Wuirren. That is, if you want money for them? 

Mr. McConnetn. Yes. Of course, if you give them away that is 
not a sale. 
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INVESTMENT OF CCC IN SURPLUS COMMODITIES 


Mr. Waurrren. With regard to the Commodity Credit Corporation, 
I was recently requested to testify before the Banking and Currency 
Committee. The Department has asked now for a $2 billion increase 
in the borrowing authority of the Commodity Credit Corporation to 
finance agricultural commodities. That will mean $12 billion total. 

While I was there, that committee developed the fact that under 
the preceding administration the most they ever had invested in com- 
modities was $6} billion. Now, under your administration it is ap- 
parently going up to $12 billion. 

It was also developed that the large increase in inventories creating 
the necessity for the $2 billion had largely come about from those com- 
modities that are under the so-called flexibles, where the Secretary 
sets the base, and where there are no controls, rather than from the 
basic commodities, where you have firm price supports and controls. 
That was developed in those hearings. 

I will ask you this: Do you know of any way that a corporation can 
keep buying and buying and buying and not sell, without eventually 
reaching the point where it can no longer operate? 

Mr. McConnetu. Perhaps I could answer that question. 

We have, of course, an open-ended contract with farmers to take all 
eligible supplies. I think the point of your question was: Had there 
been in the history of Commodity Credit-—I do not know how many 
years back—a permissive sales policy at all times would we have 
needed as much money to operate as we do today? I would agree 
that under such conditions we would not have needed as much money 
to operate CCC as we do today. 

Mr. Wuirren. I am not trying to press you, Mr. McConnell, as 
I have to press witnesses now and then, to get an answer. I have 
never had that experience with you. I would redirect my question 
this way, although I am glad to have the answer you made. If you 
constantly buy but do not make your sales price competitive, or for 
any other reason do not sell your commodities you are faced with a 
continuing request for increased borrowing authority for the Corpora- 
tion; are you not? 

Mr. McConne tt. That is right. 

Mr. Wuirren. There are two ways for this Corporation to get 
finances to carry out its obligation under the law of supporting farm 
prices. One of them is what we are discussing, for Congress to con- 
stantly increase the borrowing authority, and if the borrowing av- 
thority is increased and the money is spent for commodities your 
storage rates go up and your carrying charges increase. The other 
way is through sales, because any money you collect in sales then Is 
available to carry out the responsibilit y of the Corporation; is it not? 

Mr. McConne tv. That is right. 


ACTION OF CCC ON SALES PROMOTION 


Mr. WuirreNn. Subsequent to our directive and subsequent to the 
Congress setting aside $1 million of your administrative funds for the 
purpose of setting up and promoting a sales organization, what action 
did the Department take toward that end, and what are the dates’ 
You can fill in the record to make it correct. 
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Mr. McConne .t. Since I have been familiar with it I think we 
have pressed toward sales. 

Mr. Wurrren. I had reference to your sales manager and the reor- 
ganization in the Department. 

Mr. McConnetu. Well, all of us worked as sort of sales managers 
there for awhile until recently, at the direction of Congress, we have 
moved to put in a regular sales manager. 


Mr. Wuirren. I should like for the record at this point to show the 
orders and other information in connection with it. 
(The information is as follows:) 


UnNrtTeD STaTEs DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Notice General No. 305 


Action by; Deputy Administrators. 
Division Directors. 
CSS Commodity Offices, 
ASC State Offices. 


DESIGNATION OF CSS GENERAL SALES MANAGER AND SPECIAL ADVISER TO CCC 


Approved: 

Eart M. Hugues, 
Administrator. 

Effective July 1, 1955, Mr. Frank C. Daniels will serve in the capacity of gen- 
eral sales manager on the immediate staff of the Administrator. He will also 
serve as a vice president and special adviser to the Board of Directors, CCC. 

As general sales manager, Mr. Daniels will have immediate responsibility for 
determining and directing policies and programs to expand sales. He will consult 
and advise with, and report to the Board of Directors, CCC, through the CSS 
Administrator (executive vice president, CCC), on such policies, programs, and 
related problems. 

Mr. Daniels, as the need arises, will bring in from industry merchandising spec- 
ialists in individual commodity fields. The sales manager will also enlist the assist- 
ance and consultative services of advisory committees, and marketing and dis- 
tribution trade groups. 

Unrrep States DEPARTMENT OF AGRICULTURE, 
Washington, June 29, 1956. 


F, C., DanrieELS NAMED GENERAL SALES MANAGER OF CSS anp 
Vice PrREsIDENT CCC 


Secretary of Agriculture Ezra Taft Benson today announced the appointment of 
Frank C. Daniels, of Binghamton, N. Y., as general sales manager of the Com- 
modity Stabilization Service, Vice President of the Commodity Credit Cor- 
poration, and special adviser to the CCC Board of Directors, effective July 1. 

In his new positions, Mr. Daniels’ primary responsibility will be to “expand and 
strengthen the sales efforts” in moving CCC stocks, in line with the intent of 
Congress as expressed in its report on the Department of Agriculture’s appropria- 
tion bill for the coming fiscal year. 

Mr. Daniels will be on the immediate staff of the CSS Administrator, who is 
also executive vice president of CCC. Reporting through the Administrator, 
he will consult and advise with the CCC Board of Directors in determining and 
directing policies and programs to expand sales of all CCC commodities. 

To supplement his sales staff as needed, Mr. Daniels will bring in from industry 
merchandising specialists in individual commodity fields. He will also enlist the 
assistance and consulting services of advisory committees, and marketing and 
distribution trade groups. 

The Commodity Credit Corporation is at present holding in inventory agri- 
cultural commodities costing about $4% billion. These surpluses were acquired 
in carrying out farm price support programs. Addition of nonrecourse loans 
advanced under the support programs brings the total CCC price-support invest- 
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ment to about $7 billion. CSS is the administrative agency of the Department 
which is responsible for carrying out price-support programs. 

The size and scope of the sales program, to dispose of surplus holdings, has 
grown steadily as the price support operations have increased. Broadened and 
intensified sales effort, with Mr. Daniels in direct charge, is planned to help meet 
the need to move larger volumes of surplus holdings through normal commerial 
channels. 

Mr. Daniels has had many years of experience in the field of merchandising 
agricultural commodities. He has also recently been serving as a consultant to 
the CSS Administrator in the development of special programs to sell CCC com- 
modities, and is already familiar with the operating areas in which he will assume 
his new responsibilities. 

Before entering Government service, Mr. Daniels was secretary and general 
manager of a large agricultural supply distributing. organization. Before that, 
he spent several years in the sales departments of agricultural product manu- 
facturers, including a period as assistant sales manager for one of the largest teed 
manufacturing companies in the eastern part of the country. He also served as 
a director and chairman of the feed rules committee of the National Grain and 
Feed Dealers Association. 

Mr. Daniels was born in Marquette, Mich:, and graduated from high sec‘ool 
and college in that city. He served with the 85th Division of the Army during 
World War I. 


Unitep States DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Notice General No. 308 


Action by: Deputy Administrators 
Division Directors 
CSS Commodity Offices 
ASC State Offices 


EXPLANATION OF FUNCTIONS OF GENERAL SALES MANAGER AND DESIGNATION 
OF DEPUTY GENERAL SALES MANAGER 
Approved: 
Eart M. Hucuss, 
Administratcr. 

Notice General No. 305 announced the designation, effective July 1, 1955, of 
Mr. Frank C, Daniels as general sales manager. Effective July 14, 1955, Mr. 
John H. Dean, formerly Assistant Deputy Administrator for Price Support, CSs, 
has been designated to serve in the capacity of deputy general sales manager. 

There follows for the guidance of all concerned an explanation of the functions 
of the general sales manager (instruction 101-3, Reporting Lines and Working 
Relationships within CSS, is being revised accordingly). 


1. Overall policy on sales 


The general sales manager is responsible for all policy determinations relating 
to CCC sales, including pricing. He acts on behalf of and for the Administrator, 
and the Associate Administrator of CSS in this capacity. Commodity divisions 
shall obtain all sales policy determinations from him rather than from the Admin- 
istrator, Associate Administrator, or Deputy Administrator, Price Support. — I[t is 
part of the sales manager’s responsibility to consult with the Administrator 
Associate Administrator, and the CCC Board of Directors as he deems it desirable. 
2. Sales operations 

The general sales manager shall direct all sales operations in Washington 
divisions and field units. He will issue instructions directly to CSS commodity 
divisions. He will issue instructions to CSS commodity offices through the 
Deputy Administrator, Operations, and to ASC offices through the Deputy 
Administrator, Production Adjustmenv. 

Commodity divisions will deal directly with the general sales manager on sales 
operations matters. CSS commodity offices and ASC offices shall not deal 
directly with the general sales manager, but shall make all necessary telephone 
communications directly to the commodity division involved and shall address 
all written communications (by wire or by mail) to the Deputy (Administrator 
to whom they report. 
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8. Reporting lines 

Only the immediate staff of the general sales manager will report directly to 
him administratively. Present reporting lines for all CSS and ASC units as 
defined in CSS Instruction 101-3, dated January 24, 1955, are not changed. 
is indicated above, however, all Washington divisious involved in CCC sales 
policy formulation, or interpretatiou and/or sales operations will obtain necessary 
determinations directly from the general sales manager. 
1. Coordination of sa’es and other related activities 

The general sales manager shall not be concerned with policy formulation and 
determination for and operations of barter transactions, donations under section 
416 and Public Law 480, FOA requisitions, and other similar disposal activities, 
except as they may affect sales policy or operations. Sales for dollars will have 
top priority in the commodity disposal field and the general sales manager shall 
have final veto power with respect to any disposal policy or operation which in 
his opirion may adversely affect sales expansion. It shall be the responsibility 
of the Deputy Administrator for Price Support, who has responsibility for policy 
formulation for and direction of disposal operations other than sales, to obtain 
necessary Clearances from the general sales manager. 
5. Staff of genera! sales manager 

The general sales manager may arrange for such assistance as he may require 
to carry out his responsibilities. This staff shall not supplant the existing sales 
personnel in other CSS organizational units. All personnel employed by the 
general sales manager shall report directly to him, and not to the head of any 
other organizational unit in CSS. 


Unitep States DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Instruction 101-3 


Action by: CSS Divisions and Offices 
ASC State Offices 


REPORTING LINES AND WORKING RELATIONSHIPS WITHIN CSS 


Approved: 
Eart M. Hvuaues, 
Administrator. 
I. PurPosE 


This instruction provides information concerning the reporting lines and work- 
ing relationships between Commodity Stabilization Service and Agricultural 
Stabilization and Conservation organizational units involved in carrying out the 
assignments of responsibilities indicated by the attached functional organizational 
chart for the Commodity Stabilization Service. This instruction supersedes 
Instruction 101-3, dated January 24, 1955. (Chart for later distribution.) 


II. Reportine LINEs 
A. TO THE ADMINISTRATOR 


1. The following report directly to the Administrator: 
Associate Administrator 
General Sales Manager 
Deputy Administrator, Price Support 
Deputy Administrator, Production Adjustment 
Deputy Administrator, Operations 
Executive Assistants to Administrator 
Consultants Staff 
Audit Division 
Compliance and Investigation Division 
Food and Materials Requirements Division 
(a) The Associate Administrator is authorized to act for the Administrator 
with respect to the responsibilities of each of the above units, and, to the maxi- 
— practicable extent, the line of reporting should be to the Associate Adminis- 
rator. 





(b) The general sales manager acts for the Administrator in the determination 
and direction of CCC sales policies and operations. To the maximum possible 
extent he shall utilize the existing organizational units reporting to the three 
Deputy Administrators in performing his responsibilities. He will deal diredtly 
with CSS commodity divisions in the determination of CCC sales policy and 
direction of CCC sales operations. 


B. TO THE DEPUTY ADMINISTRATOR, PRODUCTION ADJUSTMENT 


1. The following report to the Deputy Administrator, Production Adjustment: 
Area Directors 
Performance and Aerial Photographic Division 
ASC State and County Offices 
(Under responsibility assigned to the CSS by the Secretary of Agriculture, 
pursuant to Reorganization Plan 2 of 1953, ch. 11, Administrative 
Regulations, USDA.) 


Cc. TO THE DEPUTY ADMINISTRATOR, PRICE SUPPORT 


1. The following report to the Deputy Administrator, Price Support, concerning 
all aspects of their operations except program policy formulation with respect to 
the agricultural adjustment program, the payment and production adjustment 
aspects of the Sugar Act, and CCC sales policy and operations. (See sec. III 
on ‘Operating relationships.’’) 

Cotton Division 

Grain Division 

Livestock and Dairy Division 

Oils and Peanut Division 

Sugar Division 

Tobacco Division 

Commodity Disposal Coordination Division 
Price Division 

Barter and Stockpiling Division 


D. TO THE DEPUTY ADMINISTRATOR, OPERATIONS 


1. The following report to the Deputy Administrator, Operations: 
Administrative Services Division 
Budget Division 
Fiscal Division 
Personnel Management Division 
Information Division 
Transportation and Storage Services Division 
CSS Commodity Offices 
(a) The Information Division will report direct to the Administrator for 
overall information policy determination and relationships with the press. 


III. Opgeratina RELATIONSHIPS 
A. RELATIONSHIPS OF DEPUTY ADMINISTRATORS 


1. Each division and office of CSS has full responsibility for performance of its 
functions within policies approved or determined by the Administrator, the 
Associate Administrator, the General Sales Manager and the respective Deputy 
Administrators. 

(a) In the case of a number of important commodities, the program policy 
formulation function involves not only price support and other similar programs 
which are the responsibility of the Deputy Administrator, Price Support, but 
also the production adjustment program and the payment and production adjust- 
ment aspects of the Sugat Act which are the responsibility of the Deputy Admin- 
istrator, Production Adjustment and CCC sales policy and operations which are 
the responsibility of the General Sales Manager. Also, the actual operation of 
both the price support and similar programs and the production adjustment 
program, the payment and production adjustment aspects of the Sugar Act and 
CCC sales at the State and county levels are the responsibility of the Deputy 
Administrator, Production Adjustment. The actual operations of all programs 
in the CSS commodity offices are the responsibility of the Deputy Administrator, 
Operations. The Deputy Administrator, Operations, also has overall responsi- 
bility for the general field of services performed by the Administrative Services, 
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Budget, Fiscal, Personnel Management, Information, and Transportation and 
Storage Services Divisions. There follows a delineation of the functions of each 
Deputy Administrator with reference to each of the other two Deputy Adminis- 
trators and their respective relationships to the several organizational units of 
CSS, including the General Sales Manager. 


1. Policy Determinations and Interpretations 


(a) The General Sales Manager is responsible for determination of all policy 
relating to CCC sales, including pricing. 

(6) The Deputy Administrator, Price Support, is responsible for program 
policy determinations and interpretations thereof relating to CCC price support 
and other commodity! programs carried out by CSS. 

(c) The Deputy Administrator, Production Adjustment, is responsible for pro- 
gram policy determinations and interpretations thereof relating to the production 
adjustment program and the payment and production adjustment aspects of the 
Sugar Act, carried out by CSS, and for operations within established policy of all 
CSS and ACPS programs through ASC State and county offices. 

(4) The Deputy Administrator, Operations, is responsible for all operating 
policy determinations with respect to the services performed by the divisions re- 
porting to him, for operation of the CSS commodity offices, within established 
program policy, and for the technical adequacy of the systems and procedures 
governing operations of all CSS and ASC units within the fields of work assigned 
to him. 

(e) The Sales Manager and each Deputy Administrator is authorized to act for 
the Administrator within his field of responsibility, clearing with the Associate 
Administrator or Administrator only those matters which in his judgment are of 
sufficient importance to require clearance. 

(f) The General Sales Manager and each Deputy Administrator shall be re- 
sponsinle for ascertaining that each of the other Deputy Administrators is en- 
abled to participate in the process of program or operating policy determination 
at the policy formulation or development stage, or at the time consideration is 
being given to changes in existing policy, whenever such determinations will have 
an ultimate effect on the performance of the responsibilities of another Deputy 
Administrator or those of the General Sales Manager. This participation should 
include, but not be limited to, appropriate representation at meetings, conferences, 
evc., With commodity and other divisions, ASC State offices and others. 

(g) It shall be the responsibility of each Deputy Administrator to make such 
recommendations to the other Deputy Administrators for changes in program or 
operating policy which appear desirable from the standpoint of improving the 
performance of his own responsibilities. Similarly, the General Sales Manager 
shall make such recommendations as apply to his responsibilities. 


2. Issuance of procedures and instructions 


(a) All formal operating procedures issued under the CSS procedure manual 
system given the CSS commodity offices, wherever they may originate, shall 
be cleared through and signed by the Deputy Administrator, Operations. 

(b) All formal operating procedures issued to ASC State and county offices 
snall be cleared through and signed by the Deputy Administrator, Production 
Adjustment. 

(c) The Deputy Administrator, Production Adjustment, shall clear with the 
Deputy Administrator, Operations, any instructions issued the ASC State offices 
which will affeet CSS commodity office operations. The Deputy Administrator, 
Operations, shall clear with the Deputy Kdeslailenins. Production Adjustment, 
any instructions to CSS commodity offices which will affect ASC State or county 
office operations. 

(d) The Deputy Administrator, Operations, shall issue to all Washington 
units of CSS and the CSS commodity offices all formal operations policy determina- 
tions and interpretations with respect to the work of the Administrative Services, 
Budget, Fiscal, Personnel Management, Information, and Transportation and 
Storage Services Divisions. Such determinations and interpretations which 
involve ASC offices as well as the CSS commodity offices and Washington CSS 
Divisions, shall be issued jointly by the Deputy Administrator, Operations, and 
Deputy Administrator, Production Adjustment. 

' As used herein, the term “commodity program’’ does not include the production adjustment program 


(acreage allotments and marketing quotas), the payment and production adjustment aspects of the Sugar 
Act, and CCC sales programs and operations. 


66580—55——-4 
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3. Correspondence between Washington and field offices 

(a) CSS commodity offices if urgently necessary may request and may be 
given by telephone program policy determinations and interpretations directly 
from the Deputy Administrators, the general sales manager and CSS divisions, 
subject to immediately subsequent confirmation in writing. Such confirmations 
shall be cleared through and signed by the Deputy Administrator, Operations. 

(>) All written communications involving program or operating policy de- 
terminations or interpretations, wherever they may originate, shall be cleared 
through and signed by the Deputy Administrator, Operations, when addressed 
to CSS commodity offices and by the Deputy Administrator, Production Adjust- 
ment, when addressed to ASC offices. 

(c) CSS commodity offices and ASC State offices shall ordinarily direct all 
inquiries and other correspondence relating to day-to-day work of CSS divisions 
to the respective division directors, but correspqndence requesting policy determ- 
ination or interpretation or making other special inquiries shall be addressed by 
CSS commodity offices to the Deputy Administrator, Operations, and by ASC 
State offices to the Deputy Administrator, Production Adjustment, or the ap- 
propriate area director. It shall be the responsibility of the Deputy Adminis- 
trator, Operations, and the Deputy Administrator, Production Adjustment 
respectively, to ascertain that the information desired is obtained from the ap- 
propriate source. ASC offices shall furnish copies of all correspondence directed 
other than to the Deputy Administrator, Production Adjustment, to the appro- 
priate area director. 

(dq) Commodity divisions and other divisions may communicate directly with 
CSS commodity offices and ASC Staté offices on detail day-to-day operations and 
shall send directly to these offices such items as shipping authorizations containing 
program and shipping details, abstracts or copies of contracts, designation of 
offices to order shipments, ocean freight arrangements, nominations ot freight 
forwarders, requests for availability reports, ete. 

Information copies of all correspondence addressed to CSS commodity offices 
shall be furnished the Deputy Administrator, Operations, except routine trans- 
mittals and other categories specifically excepted by the Deputy Administrator, 
Operations. Copies of all correspondence with ASC offices shall be furnished the 
appropriate area director. 


(e) Any verbal instructions given a CSS commodity office or ASC State office 
shall immediately be confirmed in writing. 


4. Field visits 

Field visits by Washington personnel other than the General Sales Manager, 
Deputy Administrators, area directors, auditors, ard investigators shall be 
arranged with the concurrence of the Deputy Administrator, Operations, in the 
case of visits to the CSS commodity offices and with the concurrence of the 
Deputy Administrator, Production Adjustment, in the case of ASC State or 
county offices. 


5. Administrative functions 

(a) With respect to those Divisions which have responsibility for the production 
adjustment program (cotton, grain, oils and peanuts, and tobacco) and the 
Sugar Division with respect to the payment and production adjustment aspects 
of the Sugar Act, the Deputy Administrator, Price Support, shall consult with 
the Deputy Administrator, Production Adjustment, with respect to any proposals 
to change the organization, staffing level or key personnel of the branches in these 
Divisions which perform work in the agricultural adjustment program or the 
payment and production adjustment aspects of the Sugar Act. The Deputy 
Administrator, Production Adjustment, shall make such recommendations to the 
Deputy Administrator, Price Support, as appear to him desirable with respect 
to these branches to facilitate the performance of his program responsibilities. 

(b) Similarly, the Deputy Administrator, Price Support, shall consult with 
the General Sales Manager with respect to any proposals to change the organiza- 
tion, staffing level or key personnel of the units in CSS Commodity Divisions 
which handle CCC sales activities. The General Sales Manager may propose 
such changes as appear to him to be desirable with respect to such units to facilitate 
the handling of CCC sales. 
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c) The Deputy Administrator, Production Adjustment, shall consult with 
the Deputy Administrator, Price Support, with respect to any changes in the 
method of carrying out established CCC price support or other commodity 
program policy through the ASC State and county offices which might affect the 
adequacy of policy execution. 

d) The deputy administrator, operations, shall consult with the general sales 
manager and/or the deputy administrator, price support, with respect to any 
changes in methods of operations in the CSS commodity offices which might 
affect the adequacy of the performance of established policy. 

(e) While the deputy administrator, operations, has overall responsibility for 
the services rendered by the administrative services, budget, fiscal, personnel 
management, information, and transportation and storage services divisions, 
any change or modification in these services affecting divisions and offices report- 
ing to either the deputy administrator, price support, or the deputy administrator, 
production adjustment, shall be cleared with the appropriate deputy before 
execution. The deputy administrator, production adjustment, and the deputy 
administrator, price support, shall make such recommendations to the deputy 
administrator, operations, for improvement in these services as appear desirable 
in order to facilitate the performance of their respective responsibilities. The 
deputy administrator, operations, will furnish field assistance to ASC State and 
county offices and make surveys of operations as requested or concurred in by the 
deputy administrator, production adjustment. 

(f) The deputy administrator, operations, shall coordinate the development of 
CSS budget policy, consulting with the general sales manager, the deputy adminis- 
trator, price support, and deputy administrator, production adjustment, with 
respect to estimates of funds required to carry out their respective program 
responsibilities, and with respect to the actual use of funds available for each 
activity in each organizational unit of CSS. Recommendations made by the 
deputy administrator, operations, to the administrator shall either be in agree- 
ment with those of the General sales manager, the deputy administrator, produe- 
tion adjustment, and deputy administrator, price support, or shall indicate 
clearly the respective differing recommendations. 

(9) Each CSS and ASC organizational unit is expected to deal directly with 
the appropriate CSS division handling service functions in connection with its 


requirements, It is the responsibility of the service division to obtain such clear- 
ance as is required by the deputy administrator, operations, and it is the respon- 
sibility of the deputy administrator, operations, to clear with the deputy adminis- 
trator, price support, or deputy administrator, production adjustment, the 
general sales manager, or the administrator, as appropriate. 
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EXPANSION OF COTTON PRODUCTION IN OTHER COUNTRIES 


Mr. Wuirten. I[ think our investigator’s report clearly showed that 
this umbrella that the United States is holding over world prices of 
cotton has caused the tremendous development or expansion of cotton 
acreage in South and Central America and other areas. In fact, the 
Secretary of Agriculture at Bakersfield, Calif., recently said this price 
umbrella has resulted in the expansion of cotton production in Guate- 
mala—lI believe his illustration was—sixfold in 5 years. 

Producing less than 40 percent of the world supply of cotton, we 
have learned, as Dr. Paarlberg said in a speech he made in Texas, that 
by controlling the United States production and United States price 
it was not possible to control world production or world price. 

In our report it was pointed out that this expansion in Central and 
South America, and in Mexico particularly, was largely American 
financed. Many of the international American business interests 
were in rather key positions with the Department to advise you not to 
sell United States cotton competitively. I released a statement to 
that effect, based on our investigator’s report. 

Among those companies was Esteve of Houston, Tex.; and 
Anderson-Clayton, which has doubled its interests in foreign countries. 
I believe the record shows it has 112 cotton gins, 22 oil mills and var- 
ious and sundry other activities, and $14 million advanced in crop 
loans this year; and yet Lamar Fleming of that corporation, president 
of the board of directors, is on the Cotton Export Advisory Committee 
of the Department of Agriculture. 

Subsequent to that, is it not true that the Advisory Committee on 
Exports recommended that United States cotton be offered in world 
trade on a truly competitive basis, the single exception being Mr. 
Fleming of Anderson-Clayton? 

Mr. McConne.u. Could I answer that in this way—— 

Mr. Wurrren. Yes, sir. 

Mr. McConne tu. I have forgotten whether 7 or 8 or 9 members 
were present. 

Let me point out, however, that this is an advisory committee, not 
a policy committee. 

Mr. Wuirren. Yes. 

Mr. McConne.u. All of the members of the committee, after 
several meetings, finally made the suggestion to the Department that 
the only effective way that they could see to clear up this whole cotton 
situation and get it back on the track was to become competitive in 
world markets and to do it at the earliest possible moment. It was 
one suggestion, they called it—that is the way they headed it on the 
piece of paper—that that was premature at this time. 
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STATUS OF POLICY DECISION TO ENTER WORLD COTTON MARKET 
ON COMPETITIVE BASIS 


Mr. Wuitren. Subsequent to that, what action did the Depart- 
ment take toward moving off of dead center on this problem? 

Mr. McConnetu. Mr. Chairman, the final decision on this has not 
yet been reached. 

Mr. Warrren. You are speaking of the final decision within the 
Government. I am asking about the Department of Agriculture, 
Mr. Secretary. 

Mr. McConnetu. Yes. The decision which was reached in my 
division with the cotton people was that the best policy that we could 
recommend with all of its drawbacks and all of its side issues was to 
enter the world market on a competitive basis. 

Mr. Wuirten. It does not mean you had contemplated offering all 
of this 8 million bales of cotton which you will have on your hands 
here in the next few days? 

Mr. McConne tu. No, sir. 

Mr. Wurirten. Under the authority of the Corporation you had the 
continuing authority to determine from day to day and week to week 
how much you would offer and how often you would offer it? 

Mr. McConne ut. It was our belief that if we did enter the competi- 
tive market that it should be done as carefully as possible, not to 
break world markets, and to get every cent from our cotton we could. 

Mr. WuitrEeN. That was a matter you could watch from day to 
day? 

Mr. McConne tt. Yes. 

Mr. Wuirrten. It was never your purpose, was it, Mr. Secretary, 
to do more than to regain the United States normal share of world 
markets? You had no intent to go beyond that; did you? 

Mr. McConne tt. That is absolutely right. We felt that the tradi- 
tional position of the United States in world cotton markets was all 
we were trying to regain. 

Mr. Wuirren. Let me develop that further. That was a recom- 
mendation of your organization. Actually, you then reached the 
point where the Department itself was ready to make such an an- 
nouncement—I have forgotten the day—in July, and it was supposed 
to have been announced after the market closed on that day; is that 
not correct? 

Mr. McConne tt. No, it never got that far along, Mr. Chairman. 

Mr. Wuittren. Where did it bog down? 

Mr. McConne tut. I was perfectly aware that there were many 
interests in Government, that would have to be consulted as to policy, 
even though we had the legal right to take action without such con- 
sultations. While we would have liked to have gotten ready to 
announce such a policy I also realized that while I think we know 
how to sell cotton if we have the opportunity there might be many 
overriding influences to come into the picture, and those had to be 
explored.. They are in the process of being explored. a 

Mr. Wuirren. You had every reason to believe in your section 10 
the Department, though you recognized these other things, that 1 
had been cleared and was going to be done; did you not? 

Mr. McConne ut. I would not say that. I was in hope it would be 
cleared but I had some doubts, Mr. Chairman. 
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Mr. Wuirtren. I have tried so hard and thought I had made some 
progress on this. But something has happened so many times until 
like you, I keep my fingers crossed also. The point, however, is this: 

These various other groups in the Government—and it could be 
the Department of Commerce, or it could be the White House or it 
could be others—you never could get the proposal cleared by the 
Government; could you? 

Mr. McConne tu. Not as yet. 

Mr. Wuirtren. Not as yet? 

Mr. McConne tt. No, sir. 

Mr. Wuirten. The matter is still under consideration? 

Mr. McConne tu. That is right. 

Mr. Warrren. Why do you treat cotton differently? These 
various Other people in the Government have cleared you to sel) all 
the other commodities—some 19 of them—either on a competitive-bid 
basis, or at least at a lower price than the domestic price in world 
markets. 

Can you tell us why these other influences in Government would 
single out cotton and make it the only commodity which they would 
not let you make competitive in world markets? 

Can you speak for them? 

Mr. McConne tt. I cannot speak for them. 

Mr. Wuirtren. But, they did not prevent you from doing it with 
regard to the other commodities; did they? 

Mr. Bereaer. I think that in regard to dairy products they did put 
on some limitation. 

Mr. McConne.u. On dairy products they gave us only 10 million 
pounds to work with. 

Mr. Wuirtren. But they let you sell some of the commodities below 
the domestic level; did they not? 

Mr. Bereur. Some of them. 

There was no strict limitation on some of them. 

Mr. Wuirrren. But they would not let you sell a single bale of 
cotton; would they? And they will not let you do that today; will 
they? 

Mr. Brereur. That is what I understand. 

Mr. Wuirren. Anderson-Clayton, Esteve, Boswell, and the E. W. 
Cook & Co., according to the Secretary, are riding high, wide and 
handsome. He did not call their names, but he pointed out what 
was happening under this United States price umbrella. They are 
riding high, wide, and handsome in Mexico. 

Mr. McConnetu. Can I comment just a second? 

Mr. Wuirren. Yes, sir. 

Mr. McConne tu. The ability to sell these other commodities has 
not always been achieved easily. It has taken a lot of talk and dis- 
cussion. I might point out that we still have not written the final 
chapter on cotton. 

Mr. Wuirren. I am glad to have you say that. 

I think the record should show at this point that foreign mills as of 
today are buying cotton below the United States support price, 
because Mexican cotton is being sold at 4 cents a pound less, and 
various other cottons are being sold just enough under ours to move 
that cotton. 
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That is right; is it not? 

Mr. McConng ut. That is right. 

Mr. Wuirren. Also, I would like to have the law inserted at this 
point in the record. 

(The statute referred to follows:) 


Section 22 oF THE AGRICULTURAL ADJUSTMENT AcT (or 1933), as REENACTED 
AND AMENDED—ImportTs ! 


Src. 22. (a) Whenever the Secretary of Agriculture has reason to believe that 
any article or articles are being or are practically certain to be imported into the 
United States under such conditions and in such quantities as to render or tend 
to render ineffective, or materially interfere with, any program or operation 
undertaken under this title or the Soil Conservation and Domestic Allotment 
Act, as amended, or section 32 Public Law numbered 320, Seventy-fourth Con- 
gress, approved August 24, 1935, as amended, or any loan, purchase, or other 
program or operation undertaken by the Department of Agriculture, or any 
agency operating under its direction, with respect to any agricultural commodity 
or product thereof, or to reduce substantially the amount of any product processed 
in the United States from any agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken, he shall so 
advise the President, and, if the President agrees that there is reason for such 
belief, the President shall cause an immediate investigation to be made by the 
United States Tariff Commission, which shall give precedence to investigations 
under this section to determine such tacts. Such investigation shall be made 
after due notice and opportunity for hearing to interested parties, and shall be 
conducted subject to such regulations as the President shall specify (7 U.S. C. 
624 (a)). 

(b) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 per 
centum ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption as he finds 
and declares shown by such investigation to be necessary in order that the entry of 
such article or articles will not render or tend to render ineffective, or materially 
interfere with, any program or operation referred to in subsection (a) of this sec- 
tion, or reduce substantially the amount of any product processed in the United 
States from any such agricultural commodity or product thereof with respect to 
which any such program or operation is being undertaken: Provided, That no 
proclamation under this section shall impose any limitation on the total quantity 
of any article or articles which may be entered, or withdrawn from warehouse, for 
consumption which reduces such permissible total quantity to proportionately 
less than 50 per centum of the total quantity of such article or articles which was 
entered, or withdrawn from warehouse, for consumption during a representative 
period as determined by the President: And provided further, That in designating 
any article or articles, the President may describe them by physical qualities, 
value, use, or upon such other bases as he shall determine. 

In any case where the Secretary of Agriculture determines and reports to the 
President with regard to any article or articles that a condition exists requiring 
emergency treatment, the President may take immediate action under this 
section without awaiting the recommendations of the Tariff Commission, such 
action to continue in effect pending the report and recommendations of the Tariff 
Commission and action thereon by the President ? (7 U. 8. C. 624 (b). 


1 Sec. 22 was added to the Agricultural Adjustment Act of 1933 by Public Law 320, 74th Congress, ap- 
proved August 24, 1935 (49 Stat. 773). As originally enacted this section authorized the President to restrict 
the importations of any agricultural commodity or product whenever he found, after investigation by the 
Tariff Commission and on the basis of its findings and recommendations made pursuant thereto, that such 
importations were adversely affecting oe or operations under the Agricultural Adjustment Act of 
1933. Sec. 22 has been amended several times and the President is now authorized to impose quantitative 
restrictions (quotas) and fees on any agricultural commodity or product whenever he finds, pursuant to 
appropriate proceedings by the Tariff Commission, that imports of such commodity or product adversely 
affect or seriously threaten any program or operation undertaken by the Department of Agriculture. The 
Secretary of Agriculture has the responsibility of advising the President regarding the need for action under 
sec. 22. In addition, the Secretary of Agriculture is charged with the responsibility of determining the 
need for ae, action under sec. 22 with respect to perishable agricultural commodities. Presidential 
Executive Order No. 7233, dated November 23, 1935, contains the regulations governing investigations 
under this section. For statement of the policies and procedures of the Department of Agriculture in 
discharging its responsibilities under sec. 22, see 17 F. R. 8287 (September 16, 1952). 

2 Paragraph added by sec. 104 of the Trade Agreements Extension Act of 1953, Public Law 215, 83d Cong.» 


67 Stat. 472, 
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(c) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
numbered 320, Seventy-fourth Congress, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under any inter- 
national obligation of the United States. (7 U. 8. C. 624 (e).) 

(d) After investigation, report, finding, and declaration in the manner provided 
in the case of a proclamation issued pursuant to subsection (b) of this section, any 
proclamation or provision of such proclamation may be suspended or terminated 
by the President whenever he finds and proclaims that the circumstances requiring 
the proclamation or provision thereof no longer exist or may be modified by the 
President whenever he finds and proclaims that changed circumstances require 
such modification to carry out the purposes of this section. (7 U. 8. C. 624 (d).) 

(e) Any decision of the President as to facts under this section shall be final. 
(7 U. 8. C. 624 (e).) 

(f) No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
the requirements of this section. (7 U.S. c 624 (f).) 


Mr. Wuirten. The law also authorizes the President of the United 
States in the event that imports into this country of either cotton or 
cotton goods or finished products or a great deal of other commodities 
where it endangers any farm program, to levy a duty of 50 percent 
of its value. You are also authorized to put on import limitations 
on anything below the domestic level; are you not? 

Mr. McConne.t. Yes, sir. 

Mr. Wuirten. I also would like to have pointed out in the record 
at this point the reductions in cotton acreage in the United States in 
the last 3 years and, also, the report of the Department on the effect 
of last- year’s reduction. 

(The matter referred to is as follows:) 


RepvwuctTion IN Corron ACREAGE 


Upland cotton acreage 


In cultivation, July 1, 1953 , 534, 500 
1954 allotments 358 
1955 allotments yin 208 


Errect oF REDUCTION 


Number of counties with 1,000 or more acres of cotton and number of counties 
reporting 


| 

Number of | | Number of 

i as 7 i} | “ ies : 

SS Number of | | ae | Number of 
« . ies 1] | é l @ ies 
1,000 or counties || | 1.000 or ounties 


2. y il ’ ing 
more acres | Porting || more acres neperang 


of cotton || of cotton 


67 7 || Mississippi 

7 New Mexico- 

63 54 || North Carolina_..---..---} 
“ 8 iT Rcd nc edeuesnn! 
Florida 11 || South Carolina 

Georgia 138 39 || Tenmessee...........-..- : 
Illinois 0 ‘ Texas 

Kentucky 2 || Virginia 

Louisiana 46 9 || 
Missouri 8 | | Total 














ee 





' The provisions of this subsection (f) were substituted for the original provisions by sec. 8 (b) of the Trade 
Agreements Extension Act of 1951, approved June 16, 1951, Public Law 50, 82d Cong., 65 Stat. 72, 75. 
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Summary of answers from 887 counties to the following question: 

‘‘How many renter families (tenants and sharecroppers) have been or»will he 
forced off farms due to 1955 reduction in cotton allotments? The question js 
concerned only with the number of renters (as defined above) forced off farms 
due to the 1955 reduction in cotton acreage allotments and not for other causes 

uch as mechanization, drought, ete.’’ 

’ Renter families Renter families 
| RB itn: trea 7, 554| Mississippi - — - de as Te Oe 
Arizona __ ed sat 7 127 | New Mexico_. : 137 
Arkansas __- North Carolina 2, 783 
California - _ __ cae Oklahoma ' pea 1, 477 
Florida ws a alee’ 279 | South Carolina________- mile 140 
Georgia _ - ; 8, 157 | Tennessee _ -_ E : 3, 075 
Illinois_ . 40 | Texas____-_- aes 4... 0, 080 
Kentucky ~~ en 60 | Virginia_____ wd ae 108 
Louisiana _ — — - 3, 395 — c 
Missouri... ....--- . 2, 202 Total_ - oo Soe te a BAR 


Summary of answers from 887 counties to the following question: 

“How many small cotton farmers (i. e., those with 5 acres or less of cotton 
allotted in 1954) will have net income for the farm reduced by $100 or more du 
to the 1955 cotton acreage reduction? Do not include in this estimate the number 
who may have income reduced due to not planting fullallotments. The value of 
crops produced on acres diverted from cotton shculd be considered in arriving 
at the net income loss.” 


Alabama - std boi bits 17, 595 | Mississippi - - asat 34, 414 
Arizona- aS , 38 | New Mexico_- aca : 64 
Arkansas 1, 496 | North Carolina _ __ - 7, 397 
California. — _ - : and 0} Oklahoma 3 378 
Florida c : 2, 348 | South Carolina___- E , 400 
Georgia - ___- 14, 888 | Tennessee_________- 4, 944 
See eens ae ON i ), 129 
Kentucky.........- ee at 203 | Virginia , 632 
Louisiana bg 6, 649 - 


Missouri 30, 603 


Economic Loss to NaTIoNn 

The acreage of cotton in cultivation July 1, 1954, was 19,776,000 acres. This 
was 5,468,000 acres less than on July 1, 1953. Multiplying this acreage times 
the 1949-53 average yield per planted acre of 275 pounds of lint cotton gives 
3,133,000 bales of cotton. he value of this cotton at the 1954 average support 
level of 31.58 cents per pound ($157.90 per bale) would be $495 million. On the 
basis of the average relationship of production of cottonseed to lint, produc- 
tion of 3,133,000 bales of lint cotton would be accompanied by about 1,285,000 
tons of cottonseed. Valuing these seed at the 1954 support rate of $54 per ton 
would give a value of $69 million. Totaling the value of lint and seed gives $54 
million. 

The planted acreage of wheat in 1954 was 61,971,000 acres or 16,818,000 less 
than in 1953. Multiplying this acreage by the 1949-53 average yield per planted 
acre of 14.3 bushels gives 240.5 million bushels. The value of this amount of 
wheat at the estimated average price received by farmers for the 1954 crop o! 
wheat ($2.12 per bushel) would be $510 million. 

Five-year (1949-53) average yields were used in the above calculations for 
both wheat and cotton since they are assumed to more nearly represent an avel- 
age or normal situation. Yields of cotton were record high in 1954 and those 
for wheat were somewhat above average. In both cases 1954 yields were prob- 
ably influenced to some extent by the fact that acreage allotments and market- 
ing quotas were in effect. If, however, the 1954 yields of 329 pounds per acre 
for cotton and 15.6 bushels per acre for wheat were substituted in the above cal- 
culations with the other factors remaining constant, the results would be value 
of cotton lint, $592 million; value of cottonseed, $83 million; total, $675 million; 
value of wheat, $556 million. 
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The acreage of several important crops increased from 1953 to 1954. The 


acreage increases for some of the individual commodities are: 
Thousand 
acres 


8 SUSY i & abd .. 3, 409 
Barley pws , jw. age 4S 
Wlaxese@ cuicks. J bac ami cndec + 9 ee idles ek 
Sorghum harvested for grain________.________- = - was ance, 
Soybeans harvested for beans -_ - —_- ail 5 . 2,358 

Multiplying these acreage figures by average yields and the resulting produc- 
tion figures by estimated season average prices for 1954 gives a total of $467 
million. In this case it makes practically no difference whether 1954 or the 
1949-53 average vields are used. 

The value of cotton and wheat indicated above would be gross values and 
not net. The production of these increased amounts would, of course, involve 
additional production expenses on the part of producers. Also this increased 
production of wheat and cotton would be additions to our already large price 
support stocks of these commodities. Eventually it would be necessary to dis- 
pose of these stocks. When they were released the »y would undoubte dly reduce 
farm prices and farm incomes from these commodities below what they would 
otherwise be at that time. 


Mr. Wuirren. I request that for the record to show that our farm 
program is being threatened. That is evident when you look at these 
figures on the cutbacks on the American farmers and when you look 
at who is being put out of business. Then, when you see a request 
here in the last days of Congr ss for $2 billion more in borrowing 
authority, certainly, that is evidence to show that it is threatened 
from some source. If that doesn’t justify action under the law, I just 
do not know what it would take; do you? 

Mr. McConne.u. No, sir. 

Mr. Chairman, may I make one remark? 

Mr. Wurrren. Yes. 

Mr. McConnetu. Even had we broken cotton loose, I still think 
CCC would have had to have some more money for its operations. 
Ido not think we could have sold fast enough on any of our com- 
modities to avoid needing more borrowing power in the season of 
peak use. 

Mr. Wurrren. That all depends. If you had started selling cot- 
ton when you came in 2 years ago, you might not have. If you had 
started selling it last January a year ago when I tried to get you to, 
you might have. If you had started this January when I begged and 
ple aded with you, you might have had enough money. 

Mr. McConneuu. We did not have enough cotton. 

Mr. Wuirten. If you wait until August 1 of this year to do it, o1 

wait until December to do it, you would probably be right. How- 
ever, you will agree that if you and I could have gotten the Depart- 
ment and the  Madteanmada off center earlier, it would have been a 
different situation. 
_ Mr. McConne t. I do not think cotton alone would have done the 
job. I want to point out that I think the policy had to have been 
tha we would move stuff back years ago so that we never would have 
gotten into this position in which we are now involved. What I am 
trying to point out is that the monkey is not entirely oa my back. 

Mr. Wurrren. Mr. McConnell, I think I should say that you have 
tried hard to help develop these things, and anyone who has had any 
experience with sales must know that you tried hard to use your 
knowledge to help bring about some improvement in that situation. 
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You know the various ramifications of the operations of the Govern. 
ment, When you look at this cotton situation and find that Mr 
Everett Cooke, of Memphis, Tenn., of the E. W. Cooke Co., and 
Mr. Clayton and Mr. Fleming, and Mr. Adams in the White House. 
who was more or less in charge during the President’s absence, were 
the ones who objected to the Department’s efforts to sell this cotton, 

Do you know anything about that? 

Mr. McConne tt. I have no personal knowledge of such a move— 
absolutely none. As a matter of fact, I have never talked to Mr. 
Adams shoes this question. 

Mr. Wuirten. Well, you do not usually talk to Mr. Adams per- 
sonally about these things which come to the White House. 

Mr. McConne .t. No. 

Mr. Wuirren. The point of it is that you could not get clearance, 
or have not been able to get clearance, for what you and the section 
dealing with this problem want to do? 

Mr. McConne ut. No, sir. 

Mr. Wuitrren. The Commodity Credit Corporation is a $10 billion 
corporation, and it has not been able to get clearance as far as you 
know; has it? 

Mr. McConne tu. From the administration; yes, sir. 

Mr. Wuirten. Mr. Berger, I believe you are head of the Commodity 
Credit Corporation now; are you not? Does it not come directly under 
you, or does it come under Mr. Hughes? 

Mr. Brercrr. It comes under Mr. Hughes. He is the Executive 
Vice President. 

Mr. Hucuers. Mr. Morse is President. He is the Under Secretary. 

Mr. WuitteNn. Do you have any knowledge, Mr. Hughes, as to 
why vou did not get this clearance or what influences may have con- 
trolled the White House in this stop order? 

Mr. Hucues. I donot. I have not entered actively into this cotton 
picture. It was a matter in which a great deal of heat was generated 
and it was handled at Mr. McConnell’s policy level. 

Mr. McConne.u. We have had so many of these problems, Mr. 
Chairman, that we have had to sort of divide them up and cotton has 
been one of the things on which I have been working. 

Mr. Hueues. We thought we needed all the prestige we could get 
on this one, and Mr. McConnell’s position was at a higher level than 
ours. 

Mr. Wuirten. I was just trying to find out if any of you were ina 
position to actually know. 

My information is that the Dow-Jones ticker and the Wall Street 
Journal recently carried a story about what happened in the White 
House at high policy levels on this matter. That statement clearly 
indicated that it was due to the influence of these international traders 
who benefited by the United States holding the price umbrella over 
their products in foreign countries. 

At this point in the record I would like to insert the article on this 
subject contained in the Wall Street Journal dated July 28, 1955. 

(The article is as follows:) 
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(Wall Street Journal, July 28, 1955, p. 14] 
GovERNMENT SHELVEs Cotton Export Sussipies; May ReconsiperR LATER 
(By a Wall Street Journal staff reporter) 


WasHineTton.—The Eisenhower administration has shelved, for the time 
being, anyway, a plan to subsidize cotton exports in the 1955-56 crop year. 

The decision against cotton subsidies was reached at a recent hush-hush 
meeting of the President’s Council on Foreign Economie Policy, headed by 
former Budget Director Joseph Dodge. A high administration official said the 
Council composed of top officials of the Departments of State, Treasury, Com- 
merce, and Agriculture, as well as other agencies, voted 8 to 1 against subsidies, 
with the Agriculture Department the lone dissenter. 

Seeretary of Agriculture Benson has promised to make known the Depart- 
ment’s—and the administration’s—view on cotton subsidies before next Monday, 
the official beginning of the new crop year. He’s been under heavy pressure 
from cotton-State politicians to adopt a subsidy arrangement under which the 
Government would unload its stocks on the world market, making up to exporters 
the difference between world market prices and the support rate in the United 
States. It would be roughly similar to the present wheat export subsidy, which 
makes our high-price-propped grain more alluring to foreign pocketbooks. 


WOULD NOT BE NOVELTY 


Export subsidies are no novelty for cotton. But the Government hasn’t 
subsidized cotton sales abroad since 1950. Then the rate was a relatively 
modest 10 cents a bale or 0.02 cent a pound. Cotton subsidies ran as high as 
4 cents a pound from 1944 to 1947 and amounted to 1.5 cents a pound in 1939. 
There have been no indications just how big a subsidy Agriculture Department 
officials have in mind. 

In anticipation of a possible cotton subsidy, foreign fiber buyers have been 
holding back and United States cotton export markets have been stagnating. 
Exports shrank to around 230,000 bales when last counted in May from nearly 
500,000 at the recent peak last December. In May last year, shipments were 
336,000 bales. 

The top-level administration veto of cotton subsidies doesn’t mean that Mr. 
Benson will rule out possibility of a cotton subsidy scheme later in the crop year. 
In fact, officials predict Mr. Benson will leave the door open to just such a move, 
if cotton sales abroad continue their current decline. But he won’t announce 
subsidy aid to exports at the outset of the season, as cotton-State lawmakers 
have been advocating, unless there’s a sudden and unexpected reversal of the 
Dodge Council’s decision. 

Moreover, administration officials close to the red-hot cotton question very 
much doubt the Agriculture Department could win approval of a subsidy scheme 
even later this crop year. Reason: Opposition to the idea within the adminis- 
tration has grown mightily in recent weeks. Secretary of State Dulles and his 
diplomats fear heavy sales abroad, sparked by United States subsidy payments, 
would anger such cotton-producing nations as Egypt and Pakistan. 


OTHER GROUNDS FOR OPPOSITION 


But opposition is based on other than diplomatic grounds. Both the Treasury 
and the Budget Bureau are worried about the heavy cost of such a plan. Assist- 
ant Secretary of State Samuel C. Waugh has noted that the export of 6 million 
bales of cotton under a subsidy of 10 cents a pound—as some cotton growers 
have suggested—would cost the United States taxpayers $300 million a year; 
the total cost of the wheat subsidy over the past few years has been several 
times that much. 

The Commerce Department fears that cheaper cotton exports would enable 
foreign textile manufacturers to undersell United States textile firms in the 
American market. 

“A lot of agencies are against cotton subsidies,” says one high Government 
official. ‘It’s been discarded pretty much by common consent.” 


Mr. Wurrren: I note that the same day the Eisenhower administra- 


tion shelved the sale of cotton competitively, it also announced it was 
asking Congress for $2 billion more to buy more commodities. The 


? 





36 


CCC is paying out about $800,000 a day storage now so it doesn’ 
look to me that costs are controlling factors It will cost more to 
hold than to sell. By holding we put 55,000 cotton farmers out oj 
business this year. Mr. Humphrey, Seeretary of the Treasury, 
should know this. . 

All countries except the United States offer their cotton in work 
trade at competitive prices. Mr. Dulles, Secretary of State, should 
know that. 

The Democratic administration made cotton competitive by ay 
export subsidy. The present administration should be told that, 
But the present administration pays export subsidies on perishable 
commodities and offers all commodities in world trade, except cotto 
on a lower than domestic price. Someone should point these facts 
out to President Eisenhower. 

In this connection, I would like to insert an article from the sam 
edition of the Wall Street Journal concerning the request for mor 
borrowing power for CCC. 

(The article is as follows: ) 

{Wall Street Journal, July 28, 1955, p. 14] 

CCC Asks ror Aa $2 BrLtion INCREASE IN’ BorROWING POWER 
WasuHineton.—The Commodity Credit Corporation urged the House Banki: 
Committee to approve immediately a $2 billion increase in the CCC’s borrowing 

power. 

True D. Morse, CCC President and Under Secretary of Agriculture told t! 
Banking Committee the present $10 billion authority was inadequate to cover 
price-support operations in the coming year. 

The present $10 billion borrowing power will be exhausted by November 195) 
he said, and peak use of borrowing power through fiscal 1956 will be between 411.1 
billion and $12.6 billion next February. He said sales and repayments on loans 
this year have been running much smaller than anticipated. In addition, latest 
crop reports indicate record or near-record crops for 1955 on half a dozen commodi- 
ties, he added. 

Mr. Morse proinised the CCC will continue to try to sell CCC-owned com- 
modities. He se:1 sales were about $1.7 billion in fiscal 1955 compared with $13 
billion in fiseal 1954. 

Mr. Wuirren. I know that in Congress there are Members who 
feel that if we hold this cotton and create a synthetic situation, some 
few farmers will get more money for their cotton in 1 year. Its 
my belief that that may come from selling a little share of his farm ! 
he gets a high price for his cotton the next year. 

That cotton shows up in Mexico under the Anderson-Clayto! 
influence, and he is cut from 100 acres to 80 acres here. He mighi 
have received a little money; but if he knew it, he sold a part of his 
farm—he sold his right to produce 20 acres of cotton. It has been 
happening to us for some 20 years now. 

Is there anything further which this committee could do to help 
get the Government to treat cotton farmers like other people? 

You are selling ali other commodities below domestic levels and th 
Secretary of Agriculture points out what is happening. Our invest- 
gators show what is happening also. You have recognized that 
and you got ready to sell this cottor. De you know of anythin: we 
can do to help get this Government to give equal treatment to the 
American cotton farmer? 

Mr. McConne tu. Let.me say this: Not all of the opposition. if it 
can be laid there, is with the international traders. My office has had 
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a stream of cotton people in and many of them have been small people 
who have implored us not to enter competitive markets, and we have 
had many conferences with various people in Congress. 

Mr. Warrren. That is some more of this trade which was prevent- 
ing the Secretary from acting in January largely, though; is it not? 

\ir. McConneE.u. No; this has been recent. 

Mr. Wurrren. I say it is a part of the trade. 

Mr. McConneu. Well, it includes merchants, and so forth. 1 
think that we will break this logjam but we may not do it awfully 
fast. However, I feel very definitely, Mr. Chairman, that I am not 
competent to judge what overall policy is. I do not think I am that 
vood, but I do feel that the cotton industry which includes the whole 
across-the-board operation including the growers cannot live under 
the present system. 

| think to take our cotton out of the world market completely 
would eventually destroy the domestic market as well. That is my 
honest. conviction. 

Mr. Wurrren. The mills have been disturbed because in recent 
months the Government has let the Japanese bring a lot of cotton 
into this country. As the record will show, there is a law which per- 
mits the President to protect the mills in the event they sell cotton in 
the world markets competitively. 

With the higher cost of labor in the United States, with minimum 
wages and the bargaining power of labor unions in regard to wages, 
with wages going up to $1 an hour, and all those things, do you not 
think the American cost is such as to require some kind of support for 
American prices? 

Mr. McConne tt. I do not quarrel with that. I am of the opinion 
that the present support is too high to be realistic on what you want 
to do in competition with synthetics. 

Mr. Wuitren. That is the domestic level. That does not restrict 
you at all at the world level. 

Mr. McConne tu. No; but I feel that is a part of it, and that is an 
honest conviction on my part which may be wrong. 

Mr. Wurrren. Whether you are right or whether I am right, there 
is no restriction on what you would do so far as sales in world trade 
are concerned. 

Mr. McConne t. I feel the way to get at it is to take these restric- 
tions off and then you can get at this other problem. That is my 
conviction, although it is not shared by very many. 


PROVISION FOR SALES MANAGER 


Mr. Wuirren. There is one other question which I want to ask: 
We have just finished our section of the conference on the supple- 
mental bill for 1956. One of the issues before us was whether to give 
your sales manager—and the record will show his standing in “the 
Department—a grade GS-17. This committee recommended that, 
but due to the House parliamentary situation it went out on a point 
of order, but was restored by the Senate. 

| am a great believer that you cannot run a $7 billion corporation 
Without a sales manager, and a sales organization. We have so 
expressed it, and we were highly pleased to see you follow our recom- 
mendation up. However, if the Government is not going to let you 
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sell, what basis is there for setting up a high-priced sales manage; 
and all these other things? : 

Mr. McConne tt. Mr. Chairman, [ do not think we ought to bog 
down our sales management policy on the fact that we have not been 
able to clear this cotton matter up yet, because we have so many other 
commodities which need to move. 

Mr. Wuirtrsn. In other words, we will set it up to sell the other 
19 commodities, even though they will not treat cotton like the others, 

Mr. McConnetu. Well, I feel 

Mr. Wuirrten. I am inclined to agree with you, but it does not 
make me too happy. . 

Do you have any questions along this line, Mr. Deane? 

Mr. Deane. I would like to ask one or two questions. 

Mr. McConnell, I appreciate the squeeze which it looks like your 
office or those involved has been placed in. We had this off-the- 
record general discussion here some days ago. Were you present at 
that time? 

Mr. McConne tu. I do not think I was. I might have been, but 
I have forgotten. 

Mr. Deane. This discussion took place when the gentleman was 
here who had been named as the Sales Manager. What was his name? 

Mr. McConne tu. Frank Daniels. 

Mr. Dranr. Who was present here at that time, when Mr. Daniels 
was here? 

Mr. McConne tt. I was here at that one; yes. 

Mr. Deane. Am I correct in thinking that Mr. Daniels indicated 
that as of approximately August, they expected to move cotton into 
the world market? 

Mr. McConne tu. I do not recall that. 

Mr. Hvueuss. I do not think so. Mr. Daniels is a very vigorous 
salesman, and he expects to move on everything we have in inventory. 

Mr. Bercer. Mr. Deane, I do not recall the date of August being 
mentioned. 

Mr. McConne tt. He did talk about cotton products such as cotton- 
seed oil and other products. 

Mr. Deane. Mr. Chairman, I was directing a question to the Secre- 
tary to the effect that a few days ago our committee held an informal 
meeting, no record was made of the hearing, in order to meet Mr. 
Daniels, the new sales manager, and as I recall cotton very definitely 
came into the discussion. There was an indication at least, as I recall 
it, that around August they would move into the sales of cotton. 

Now, the Secretary says he does not recall anything to that effect, 
and I was just wondering if any member of the committee recalled 
any of the conversation at that time. 

Mr. Wurrren. Well, it is clearly my impression, and I am not 
quoting anyone, that the Department had every reason to believe 
that they were going to announce these sales, about 3 weeks ago. 
I think our conversations with various people in the Department 
clearly showed that that was their thought and their belief. I know 
that members of the advisory committee of the Secretary also 
thought that was to be done. 
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Subsequent to that, the announcement was not released. I have 
indicated here the information which I have, some of which is second- 
hand, and some of it is more or less firsthand, as to where the influences 
came which kept this order from clearing. 

Mr. Deane. Mr. McConnell, I follow next with this observation: 


COTTON PRODUCTION BY AREAS AND IMPACT ON AMERICAN MARKET 


Would you furnish for the record the areas of the world which are 
producing cotton and the production over the last few years, and to 
what extent it is having an impact on the American market? 

Another analysis I wish you would prepare would be the American 
firms that you have mentioned in the testimony this morning who 
are actively engaged in the cotton industry abroad, and to what 
extent there is in your opinion an impact by those groups on the 
cotton industry in America. 

Also, whether or not there is some justification in believing that 
these American producers abroad are preventing an increase in the 
cotten acreage in this country. 

I would not want you to go into that right now. 

Mr. McConne.u. I thought, perhaps, we had the answer to that 
first question here. 

Mr. Ruopes. As I understood his question, he is asking for that 
information by countries. We have it here in total, but if you would 
like each country which produces cotton in the world and the acreage 
in those countries, of course, all we can do is give you the international 
figures. We do not have in the Department a figure on that. 

Mr. Deanz. You can get it by countries; can you not? 

Mr. Ruopes. We can get the reports of the International Cotton 
Advisory Committee which compiles that kind of data. 

Mr. Dranz. I think that information certainly should be in the 
Department of Agriculture. 

Mr. Ruopes. It is published monthly now. We get it every month 
from the International Cotton Advisory Committee. 

As to the second question, I do not know how we could get that 
answer unless we send out investigators to investigate the operations 
of private United States firms. We have nothing in the Department 
on it. 

Mr. Drang. I would like for the record to show what you can bring 
together. 

Mr. Chairman, I have asked certain questions involving these 
American producers abroad, and I have asked them to furnish for the 
record the names of the yarious firms involved and the extent in their 
opinion that there is any or no impact on the growth in this country, 
on the production and the distribution in this country, and they have 
just indicated that they did not know whether they had that informa- 
tion or not. 

I do feel that it would be interesting to have the information. 

(The information requested is as follows:) 
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Cotion— Acreage and production in specified areas, averages, 1935-39 and 191, 


annual, 1952-54 ' 


{In thousands] 


| 
| 
Continent and country 


NORTH AMERICA 


E] Salvador -. 
‘Guatemala 

Mexico 

Nicaragua 

United States 
British West Indies_ 
Haiti 


Total 4 


TROPE 
Bulgaria * 
Greece - - 
Italy 
Rumania ° 
Spain 
Yugoslavia_. 


Total 4 


U.S. S. R. (Europe and Asia) - -.--| 


Aden 

Cyprus 

Iran. 

Iraq 

Syria 

Turkey ‘ 

Afghanistan 

Burma Jas Se idl 
China (including Manchuria) ---- 
French Indochina 

India 

Korea ” ‘ea olatii 
Indonesia ; : pinaokaicat 
Pakistan. - 

Thailand 





Total 4__- 
SOUTH AMERICA 


Argentina 
Brazil 
Colombia 
Ecuador 
Paraguay 
Peru 
Venezuela 


Total 4. 
AFRICA AND OCEANA 


Anglo-Egyptian Sudan 
Belgian Congo-_. 
Kenya. -- 
Nyasaland 
Tanganyika 
Uganda 
Canary Islands 
Egypt ‘ é 
French Equatorial Africa. 
French North Africa. --- 





See footnotes at end of table, p. 41. 


Acres Acres 


| 28, € 


_.|8 24, 204) 


33, 805 


Acreage 


Average 


| | 
} | 
| 


35} 
ial 8 


9 


22 
725, 1,034) 1,937 
0 11! 64 
7,788) 21, 258/25, 921 
20! 12} 13 
| 37] 40 
42 


b 


« 


22, 403/28, 095 


85 
168 


56 


82 
111 
40 
8 102 
46 130 
8| | 


203 
118 


150 
18 
372} 5 


5, 087| 


| 

11 
453) 
53) 

85} 
667) 
428) 
7, 038} 
36) 


ll 689 


3, 697} - 


Ai 


239) 

22| 

59| 

645| 1, 669 
178] 450) 
5, 831| 9, 350 
“11, 306/15, 693 
564, 344) 225 
27\. 
() | 
16) 


“2,965| 3, 467 
84] 97 
21, 827/32, 158! 


770| 962! 1,316 
5,562) 4,520) 4, 500 
98). | 150 
40! 31 
111| 130 
428) 482 
50 35 


7, 060) 


41) 
123} 
345) 
coe 


6, 177| 6, 648) 


| | 
bt tod 
439} 371 
874, 745) 
eee | 5l 
if ty 
i | 207 
1,324) 1, 468 
2| 7 
1, 367} 2,042) 
| 


620 
900) 
56 


Acres | 
71) 


Acres | Acres 
54 73 
27} 40} 

1, 860) 1, 820 
100 190 

24, 341/19, 251 
13 
40 50) 

26, 461/21, 459 


| 


220 
124) 


269 
125 
185 


29) 


175 
18 
867 938 


| 
gl 


15 

13 
620) 
100) 
460 

1, 440} 
80) 
400) 

9, 600} 
| 

18, 000) 


1, 495 
100) 
400) 

10, 200| 


17, 027 
3,100) 3, 400) 
100 

33, 727|34, 571) 


—S>J[_ 


1, 352! 1, 350 
4,000) 4, 500 
200 230) 
36 36) 
150 173) 
531; 540 
30) 50) 

| 6, 885) 


685 
900) 





1, 723] 


“1, 639) 
700) 


Production ° 


Average 
1935 


Bales 


2 
334 
5} 


13, 149 
5 


22 


13, 523) 1: 


35 
76 
21) 
2 
10} 
3 


147 


3, 430 


3) 
171) 
11 
28! 
249 
49| 
97 
2, 855) 
6} 
8 5, 348 
198) 
9 

(8) 
7 


9, 038) 


289 


956 | 


1, 


379 
ll 


2, 711) 
248 
172, 
13 
12 
50 
281 


"1, 893] 
41) 
(°) 


l, 


Bales 


—39 1945-49 


Rales 
47 
16 

250 
57 

15, 139 

4 


‘ 


21 
5 


oOo 


l, 
104 
4 
10 
730 


16, 531 


20 


52 


111 
11 ‘ 


32 


18 


246 
195 
6 
8 
38 
227 
1) 
156 
104 
» 
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(oltton—Acreage and production in specified areas, averages 1935-39 and 1945-49, 
annual, 1952-54 '\—Continued 


{In thousands] 


Acreage Production 2 

’ | | | 

Continent and country Average Average 
| 


a 52 | 19532) 19543) noe 1952 | 190533) 10543 
| 


1935-39 1945-49 1935-39, 1945-49 


peor ; ; a 4 
| 


, aoe Acres |< Acres | Acres| Bales | Bales | Bales | Bales | Bales 


\PRICA AND OCEANA—Continued 


French West Africa. - a eat bectou 28 l 282 48 

Vozambique......-.....--.-- alt 5: 700} 710) 933 104 185 145 130 
; 36 48 90 135 165 

Angola . — 73) 120 ‘ 24 29 29 30 

Southern Rhodesia--. . : 2) 5 10 $) 2 3 2 

Tnion of South Africa . a 12 60 ey 2 3 19 20 22 

\ustralia_. : . P : 5 10 9 l 4 { . 


Total *. nace aan 6,176; 5,710! 7,585) 7,091) 7,797) 2,840) 2,483) 3,513) 3,020 3,212 


World total 4 ae 81,142) 60, 325)81, 975/81, 450 79, 450) 31,689) 25, 687 35, 820 38, 050,36, 840 


Years refer to crop years, beginning Aug. 1, in which major portion of crop was harvested. 
‘Production in bales of 478 pounds net prior to 1946 and 480 pounds thereafter. 
Preliminary. 
‘Includes estimates for minor producing countries not listed above and allowances for other figures not 
available. 
Figures for 1943 to date are not comparable with prewar figures because of boundary changes. 
‘Pakistan included with India. 
‘south Korea only, after 1941. 
‘Less than 500. 
Exports. 


source: Foreign Agricultural Service. Prepared or estimated on the basis of official statistics, reports 
(United States agricultural attachés and other United States representatives abroad and results of office 
mearch, 


Nore.— As to the impact which increased foreign production of cotton is having 
uthe American cotton market, it is believed that the amount or increased foreign 
~otton produetion, which is not offset by increased foreign consumption, will gen- 
erally displace the sale of an equivalent amount of American cotton and that the 
(hited States is now the residual supplier of cotton for the world. 

The table referred to above and data available in the Department indicates that, 
“far as cotton is concerned, the greatest increase in production and the greatest 
potential for future competition with the United States are in Mexico and the 
Middle East countries of Syria, Turkey, Iran, and Iraq. 


Anderson, Clayton & Co. 


In Mexico, Anderson, Clayton & Co. has increased its net capital investment 
fccount in plants and equipment bv $8,911,709 to a total of $12,653,316 during 
the period July 31, 1947, to July 31, 1954: and in Brazil by $7,140, 303 to a total 
$15,354,158 for the same period. This company has increased total net capital 
iivestment in plants and equipment in ail Latin American operations, by approxi- 
mately $18,791,214 to a total of $33,073,037 for the same period. As of March 
95, Anderson, Clayton’s foreign plants consisted of 15 compress and warehouse 
wits, 22 oi mills, 112 cotton gins, 10 oil refineries, 5 finished-product plants and 
sap plants. The company operates tbrough a number of subsidiaries in Mexico, 
‘ventina, Brazil, Peru, and Paraguay, all of which are mostly wholly owned. 
Yerations were started in Mexico about 1924 and in Peru, Brazil, Argentina, and 
Paraguay during 1933-35. Crop loans in all foreign operations as of July 31, 
40! were $14,955,477. (Source: SEC records and company reports.) 

Anderson, Clayton & Co. is reported to be the largest buyer, processor, and 
{porter of cotton and peanuts in Brazil, and largely responsible for the growth 
f the cotton-growing industry in that country. Recent expansion in its Latin 
perican activities appears to be in the field of processing and refining of vege- 
able Oils, 
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The Nile Ginning Co., a wholly owned subsidiary of Anderson, Clayton & ( 
operates in Egypt and the Sudan. The net plant and equipment account of thi 
company increased from $434,094.31 in 1947 to $965,094 in 1954. 

The staff has received reports, which it has not yet confirmed, that Anderso, 
Clayton & Co. is building 20 new gins in Baja California to handle Mexican cottoy, 
production. Also, that the company financed new wells and promoted cottop 
production on a large tract of land in southern Peru. Reports are that the wells 
are not fully satisfactory, so plans are supposed to be underway for surface 
irrigation from lakes some distance away. 


The Corn Products Co. 


This company has plants, in grain operations at Guadalajara, Mexico, jp 
Argentina, and in Brazil. It manufactures and distributes products using corm 
or milo-maize as the raw material. As of Decemger 31, 1954, investment of this 
company in foreign subsidiaries built up over some period of time is listed at 
$14,749,000. 

During 1954 foreign sales of corn products by the company’s domestic plants 
totaled $11,888,041 or approximately 5 percent of total sales. Latest figures for 
sales of its foreign subsidiaries show that in 1953 these amounted to $95,313,550, 
(Source: SEC records and company reports.) 


W. R. Grace & Co. 


The W. R. Grace Co. has one of its principal foreign operations in Peru. Peru- 
vian subsidiaries of the Grace Co., jointly owned with leading local industrialists, 
operate 4 integrated cotvon mills, the largest in Peru, 2 sugar estates of appreyi- 
mately 10,000 acres each, and numerous other merchandising, exporting, and 
importing activities. These subsidiaries buy large quantities of cotton, mostly 
for their own mills, although some is exported. The Grace Co. has other cotton 
mills in Colombia and Chile. In the latter country it produces 20 percent of 
Chile’s cotton and rayon blend cloth and, in addition, some woolen goods.  Over- 
all, Grace’s Latin American affiliates produced in 1954, 97,600,000 yards of cotton, 
rayon, and woolen fabrics. 

W. R. Grade & Co. owns a large percentage of the stock in the Grace National 
Bank of New York City. The foreign branch of this bank is closely connected 
with banking institutions in Latin America. 


United States capital in Mexico 


Mexican cotton production is now being more aggressively encouraged by 
United States capital as the irrigation projects which were started some few 
years ago, near completion. New deepwater port facilities being developed in 
Baja California will further expedite cotton and grain growing and marketing 
in western Mexico. Major banks in the United States consider cotton production 
(harvesting) loans in Mexico and some other Latin America countries a sound 
investment. Crop production loans made by the banks of Mexico can readily 
be discounted at a number of American banks. 


Unconfirmed reports of individual companies’ activities in Latin America 
ET , FE 


Bank of America, California.—In April 1955, the press reported a $10 million 
credit granted ‘to finance cottongrowers in Mexico. Press comment included 
the statement that this is an indication of ‘‘confidence of American banks in 
Mexico’s economic future and easy sale of a bumper cotton crop.” 

J. G. Boswell Co., Inc., Los Angeles, Calif.—It is reported that this company 
recently formed a new wholly owned subsidiary under the laws of Mexico, called 
Boswell de Mexico 8. A., to own and operate a cotton gin in the State of Sonora. 
The plant is currently under construction and is expected to be operating during 
the summer of 1955. Ni 

Cargill Inc., Minneapolis, Minn.—This company is engaged in diversified 
activities and is one of the largest grain-merchandising companies of international 
scope. It operates a grain elevator in Argentina. 

The Continental Grain Co., Chicago, Ill.—This company is also one of the 
largest international grain merchants and operates in Argentina. Ty 

Cook and Cia de Merico 8. A., Torreon, Mexico.—This company, a subsidiary 
of Cook & Co., Memphis, Tenn., is reported to have received a loan of 3300,” 
from a Phoenix, Ariz., bank in 1955 and another loan of $400,000 secured by 4.54 
bales of cotton at Sao Paulo, Brazil. 

R. L. Dizon & Bros., Dallas, Ter.—This company has a wholly owned sub- 
sidiary at Hermosillo, Mexico, operating storage facilities, and an 8,500 acre 
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ranch raising cotton and wheat. R. L. Dixon also is a partner in the Brazilian 
frm of Cia Algodoeria Wooley Dixon. 

Esteve Bros. & Co., Dallas, Ter.—This company sells cotton all over the world. 
Its Brazilian, Spanish and Mexican equity is reported to be in excess of $1 million. 

Hohenberg Bros., Inc., Memphis, ‘Fae This company is one of the largest 
companies in the cotton business. It finances and gins cotton in Mexico with its 
subsidiaries Algodonera Hohenberg 8. A. de C. V. in Mexico City, and Empresas 
Hohenberg of Torreon. It also owns Hohenberg 8. A. in Sao Paulo, Brazil, and 
has a substantial amount of business in Europe, Africa, and Asia. 

Ceorge McFadden & Bros. Co., Memphis, Town. -This company is also one of 
the largest cotton merchants in the world, with a net worth of over $10 million, 
The company sells over 1 million bales of cotton annually and is a leader in the 
world cotton market. It has affiliates in Sao Paulo, Brazil, and Torreon, Mexico. 

Sternberg-Martin & Co., Dallas, Texr.—-This company advertises Mexican 
growths and has a subsidiary, Sternberg-Martin de Mexico, at Matamoros, 
Mexico. 

Eugene B. Smith & Co., Dallas, Ter.—Eugene B. Smith de Mexico S. A. has 
branches at Matamoros, Mexico City, Torreon, Mexicali, and Hermosillo, 
Mexico, which merchandise, finance and gin cotton in Mexico. 

Starke Taylor & Son, Dallas, Ter.—This company handles Mexican cotton 
through Starke Taylor de Mexico, Matamoros. 

Weil Bros., Montgomery, Ala.—This company operates in Mexico and Central 
America under the names of Weil Bros. de Mexico 8. A. and Algodonera Weil S. A, 


Foreign activities of farm-machinery and food-processing companies 


The International Harvester Co. manufactures, assembles, or sells in most 
major producing countries of the world. The same is generally true for Deere & 
Co. The following United States companies—Swift, Armour, Kraft, Borden, and 
National Dairy Produets—have gone into many countries in Europe and Asia to 
process, manufacture, and distribute their traditional products. 

An American-Australian syndicate called Mainguard-Australia, Ltd., headed 
by Allen Chase, of Los Angeles, has been actively interested in promoting rice 
production in the northern territory of Australia. 

American cotton gins are used in practically all cotton-producing countries. 
The Continental Gin Co., of Birmingham, Ala., is reported to be the largest 
manufacturer of cotton-gin machinery in the world. It sells to all cotton-grow- 
ing sections of the world. This company along with the John E. Mitchell Co.., 
Murray Gin Co., Lummus Cotton Gin Co., and several others, manufactures and 
sells 99 percent of the saw-type gin machinery used in the world. Most countries 
raising American upland-type cotton use saw gins. 


ACTIVITIES OF FOUNDATIONS 


The Rockefeller Foundation has supported crop breeding and extension work 
which has resulted in substantial increases in corn, wheat, and bean yields in 
Mexico and improved seed stocks of these three crops in Colombia. Corn im- 
provement work has also been started in Central America. 

The Ford Foundation overseas development program has concentrated its 
efforts in Burma, India, Indonesia, Pakistan, Egypt, Iran, Iraq, Israel, Jordan, 
lebanon, Syria, and Turkey. Its rural and agricultural development program 
includes the financing of a technical consulting group based at Beirut, Lebanon; 
surveys of the opportunities for development and expansion of small-scale village 
industries; assistance in organizing agricultural credit systems; and general agri- 
cultural education projects. 


ANALYSIS OF COTTON SITUATION 


Mr. Deane. As a guide for your assistance, I have made an analysis 
of this cotton situation. So far as cotton is concerned, based upon 
the information which I have been able to bring together, the greatest 
increases in production and the greatest potential for future competi- 
tion with the United States are in Mexico, the Middle East and the 
countries of Turkey, Syria, Iran, and Iraq. 

Mr. Wuirren. Does that include Central America? 
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Mr. Deane. Further based upon the information which came to mp 
world production of synthetic fibers last year was the equivalent j 
approximately 12 million bales of cotton. This year it is expected jy 
be the equivalent of about 14 million bales. 

If you find that I am wrong in any of this analysis which I am giving 
I want you to follow with any corrections so far as your statistics gy 
concerned. 

The Unite. States production of synthetics has not been gy). 
stantially changed during the past 4 years, and cotton has held its 
own on a per capita basis. The price of cotton has a definite effey 
on rayon production and consumption, but the recent expansion of 
the other higher priced synthetic fibers, nylon, orlon and dacron, has 
been largely independent of the price of cotton. 

That was the first point in this analysis. 

Going to the second one, this survey indicates that the major pro- 
portion of the private United States capital investments, finance and 
management has been concentrated to a large extent on one of the 
basic commodities, cotton, and that this activity has been substantially 
limited to Mexico, Central and South America, and here the increased 
agricultural production has been in cotton, but also to a lesser degree 
in other basic commodities which has been generated to an important 
degree by United States private interests. 

This investigation shows that one of the large American cotton 
factors abroad was the Anderson-Clayton Co., doing a large busines 
in cotton production in Mexico. It shows that the Bank of America 
finances cotton growing in Mexico. 

Moving to the third division of this study, the extent to which th 
United States financial interests receive special tax concessions from 
the United States Government on income from production in other 
countries, the Internal Revenue Code of 1954 provides for certain 
credits or tax advantages for United States corporations doing business 
in the United States concessions, or in foreign countries. In some 
instances the credits are allowed to avert double taxation and other 
special treatment is permitted to encourage United States trade and 
investment abroad. 

The sections of the Internal Revenue Code involving the foreign 
tax credits are sections 901 and 905 and the Western Hemisphere 
Trade Corp. is covered in sections 921 and 922. 

As to the extent to which such financial interests are tied to the 
Agriculture Department and national farm organizations through 
representations on advisory committees and similar groups. | under 
stand from the investigation that approximately 34 officials of con- 
panies having foreign capital in cotton production overseas are servilg 
in an advisory capacity to the Department of Agriculture. Studies 
as to officials of national farm organizations are not completed. | 

Coming to the matter of tax concessions, contact was made with 
the public relations office and the Bureau of Internal Revenue reports 
latest figures available on tax advantages for United States corpori- 
tions in foreign countries for the fiscal year ending June 30, 1991, 
indicated that they did not have such advantages in later years but 
would after January 1, 1956, which we will try to bring together. 
A breakdown of the 70 items in the income-tax category list shows 
under agriculture there was a tax credit in 1951 involving agriculture 
of $8,807,000. 
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| mention this, Mr. Chairman, to indicate that there is a real serious 
problem existing and it is possible that the Department of Agriculture 
is facing an iron curtain or a stone wall in trying to break through. 
Personally I certainly want to share with you the responsibility for 
the problem. 

I do not know whether you or any of your associates can answer 
this question or not, Mr. Secretary. To what extent were you able 
to move in and try to move cotton at competitive prices in the world 
market? 


MOVEMENT OF COTTON UNDER AGGRESSIVE SALES POLICIES 


Mr. McConne.u. Well, getting back to the matter we discussed 
a while ago, the amount of cotton we can move depends on how 
aggressive our sales policies are. If you wanted to move a lot of 
cotton such as you would at a fire sale, as mentioned by the chairman, 
that is one thing. We felt whatever was done in that field should be 
done cautiously, but we had to get the shackles off. 

Mr..Wuitrten. Will you permit me to interpose? That is a ques- 
tion that those who oppose this frequently raise. How do you know 
you could sell more cotton? How do you know others would not 
reduce further and further? 

On that point I would like to say this: If we did not sell a bale of 
cotton, the fact we were retaining our fair share of the world market 
and intend to continue by competitive sales, would be worth its weight 
in gold, in my opinion. I say that for this reason: Through foreign 
aid we are helping these products in Mexico and elsewhere, and through 
the import-export banks we are helping that sort of thing. We are 
hurting ourselves more by holding the cotton; this assurance of price is 
doing us more damage. 

Mr. Deane. Had you moved into the market, it would only be on a 
autious basis; is that right? 

Mr. McConne tu. That is right. I do not think I could have 
moved in without that assurance. 

Mr. Deane. Did you reach a point where you had any feelers out 
as to what the price would have been? 

Mr. McConne.u. We knew what the price was. In Mexico it was 
3 cents under us. 

The chairman has said something I believe in very thoroughly. 
The way to stabilize a market, in my humble judgment, where you 
have a big supply, is to be in that market. You do not need laws and 
shackles to prevent you from being a salesman. You know it has to 
move. The very fact you are in there and can meet prices has a 
stabilizing influence, and I agree with the chairman, and I am sure 
of this from things I have heard, that this is not all American capital 
doing this job; there is plenty of capital abroad. They will not move 
if they feel that the United States is going to be competitive. It has 
the power to be competitive. 

Mr. Wurrren. Foreign capital may not have the same courage 
American capital has. Foreign capital does not have the same door 
open to the White House or the Department of Agriculture. 

Mr. McConne tt. But if you pull all the American capital back 
today, you would find other capital moving in. 
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Mr. Wuirren. Not with the same assurance American capital has 
American capital can get assurance from the Department of Agni. 
culture. As far as the Commodity Credit Corporation is concerned. 
the law does not give the State Department, the Commerce Depan.- 
ment, or anybody else the authority to stop you from using it. | 
know how things are run and | know your situation. But I mus 
point out there is no restriction in the law to selling competitively. 
Under Public Law 480, where you do give away those commodities 
for foreign currencies, Where you are not supposed to hurt anybody, 
Commerce, State, and everybody is on the committee. But wher 
it comes to sales, they have nothing to.do with it as a matter of lay. 
Of course they have more influence in the Government, from my 
observation, than the Department of Agriculture. . 


PROSPECTS OF INCREASED DOMESTIC COTTON PRODUCTION UNDER 
PRESENT SITUATION 


Mr. Deane. Is this a correct assumption, that assuming this 
overseas production of cotton continues showing a gradual rise year 
by vear in competition with the American exports of cotton, in view 
of that situation do you see where there will be any hopes of an in- 
crease in cotton production in this country at any price commensurate 
with the price that the farmer should receive? 

Mr. McConne tt. | do not quite understand your question, but | 
think you are asking me, if we continue the present policy if we will 
have any chance to increase acreage in this country. Perhaps we ca. 
preserve the domestic market, 1 do not know, but I doubt it. 

Mr. Wuirren. You will agree to this, that under the present acreage 
allotment and marketing quota act it is based on estimated exports. 
That is one of the factors, is it not, expected consumption plus the 
normal carryover, which has been estimated aé around 30 percent. 
If you hold your commodity off the market it will cut your exports 
and cut your acreage? 

Mr. McConng tu. That is right. 

Mr. Wurirren. Does it not follow that if you do sell cotton and get 
into exports, since it is one of the factors, it would tend to give more 
acreage? 

Mr. McConne tt. I do not know how it works. 

Mr. Wuirren. It would tend to. If you had sold it and did not 
have it on hand it would tend to increase acreage? 

Mr. McConng.u. Yes. 

Mr. Wuirten. The only reason you cannot say it will increase the 
next year is because we have followed the policy of holding it so long; 
but if we push on out you will feel it along the line; will you not? 

Mr. McConne tu. I thought Mr. Deane’s question was if we con- 
tinue the same policy whether we could expect an increase in acreage. 

Mr. Wuirren. I think he meant domestically. 

Mr. Deane. Yes, I meant domestically. I am thinking of 1 or 2 
small cotton counties in my district. They are squeezed down to the 

oint that it is not practical to grow cotton. They are gradually 
Saas squeezed out. The little cotton farmer is going out of existence. 

Mr. Hugues. I think it should be pointed out that even though we 
do have a policy, we have competition within our own borders from 
the synthetics that have taken a substantial part of the cotton market. 
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Mr. Deane. You are making a strong argument that we must begin 
to face that problem of moving the cotton. Otherwise the cotton will 
be forced off the market. 

Mr. Huaues. It is not only a loss in export markets but in domestic 
markets. - 

Mr. Wuitrren. I read where the National Cotton Council said the 
farmers would have to reduce the price of cotton because of com- 
petition from synthetics. Then I read where the National Cotton 
Council said production had increased 3 million bales. Sitting on this 
committee IT am sure the end use of the commodity will determine if 
you will have synthetics or cotton. Anybody who believes the Ameri- 
can farmer can grow cotton cheap enough and live to outdo Du Pont 
and the highly organized chemical industry is ribbing himself. 


POSITION OF TEXTILE INDUSTRY 


Mr. Deane. Mr. Secretary, you indicated that various and 
sundry groups visited with the Department opposed to this idea. 
What position did the textile industry take? 

Mr. McConnetu. The textile industry, as far as I am concerned, 
has never taken a position against the Department or the Govern- 
ment entering the competitive market if when they did that there was 
provision to protect them. 

Mr. Deane. In other words, if you had moved into the world 
market it would not have injured the textile industry so far as their 
purchase of cotton is concerned? 

Mr. McConneuu. Yes. This is sort of academic. <A foreign 
spinner today can buy the cheap world cotton and come into this 
country with his finished product, and I expect that will become more 
true if we continue the present policy. However, I think the textile 
people felt if we sold cotton competitively they would have to have 
some protection under section 22 or something like that. That is 
one of the things blocking this. 

Mr. Beraer. Or even a subsidy. 

Mr. McConne tu. Yes, for export. 

Mr. Deane. Do you know how much below the American price of 
cotton they are paying for cotton they are buying overseas? 

Mr. McConne.u. You mean foreign mills? 

Mr. Dean. No. Do you have evidence of cotton mills in this 
country buying cotton from overseas areas? 

Mr. McConne.u. They cannot. There is an embargo against 
most of the cotton. They are confined to this market. 

Mr. Deane. When your stop order came through, I assume you 
had no immediate plans so far as moving any cotton into the world 
market at competitive prices? 

Mr. McConnetu. Mr. Deane, I have never stopped trying and 
am still working on it. 

Mr. Deane. But you have been stopped; is that true? 

Mr. McConne.u. Yes. 

Mr. Deane. That is all. 

Mr. Wurrren. I think I pointed out in the record earlier that a 
group of Senators and Congressmen have an appointment with 
President Eisenhower at 10 o’clock Monday morning to try to present 
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to the President what is peppening to the southern cotton farmer 
and to point out that the Government is singling out one commodity 
and holding it back when other commodities are being treated differ. 
oan I hope we can have some influence with him. We will do ow 
vest. 


COOPERATION FROM CONGRESS IN PERFECTING PRICE SUPPORT ANp 
ACREAGE ALLOTMENT LAWS 


Mr. Horan. Are you getting good cooperation from the Congress? 

Mr. McConne tu. On this? 

Mr. Horan. I assume in administrating the basic law on price 
supports and acreage allotments and marketing quotas that you may 
see places where you have to modify existing law. Are vou getting 
good cooperation? 

Mr. MecConnetu. I do not know what you mean by that. 

Mr. Horan. Take wheat for example. 

Mr. McConneuu. Well, I think that with respect to any problem 
which has been brought to Congress on any of these things they hay 
been sympathetic and have worked toward a solution where the 
thought the solution was sound. We have a lew. 2170, where peopl 
involved work very diligently to give us that tool to work with, and | 
expect sometime will. 

Mr. Horan. I understand there is a monastery down in Georg 
that raises its own feed grains. Under existing law you have to charg 
that monastery $1.13 penalty on each bushel of wheat, even though 
they do not take a bushel off the monastery grounds. Have you 
tried to have that corrected by the Congress? 

Mr. McConneuu. We have suggested ‘that wheat produced on thi 
grounds and not for market purposes be allowed to be used on thi 
farm. 

Mr. Horan. What success have you had? 

Mr. McConne tt. So far it has passed the Senate, but no action 
has been taken in the House. 

Mr. Horan. Why? 

Mr. McConne uu. I suppose somebody felt it was not a wise Dill. 

Mr. Horan. You have made an effort, though? 

Mr. McConne tu. Yes. 

Mr. Horan. When? 

Mr. McConneuu. Within the last month. 

Mr. Horan. When did it pass the Senate? 

Mr. McConne tt. I cannot say. I think it was probably 3 months 
ago. 

Mr. Horan. That is all, Mr. Chairman. I hate to see the Depart- 
ment trying to make suggestions as to laws that should be modified to 
get better administration, and then not get cooperation from Congress. 

Mr. Wuirren. Of course when you say “Congress’’ you do not 
mean this committee. I think they have e gotten a lot of things they 
neither asked nor solicited from this committee. 

The illustration of my colleague from Washington brings up a que 
tion. On the face it seems ridiculous for you to have to collect that 
money. But when you come up with a bill to correct that, the word- 
ing may lead to a lot of problems. Turning to another point for a mo- 
ment, in connection with cotton. The Solicitor of the Department 
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tells me he has never rendered a decision that vou had to export the 
ge cotton that you sold on competitive bid. Administratively 
since 1947 you have acted as though you had io, but there has been 
10 legal opmion to that effect. All anybody oi ever contended is 
that cotton is the only commodity that could be in that position. 
However, the bill you send up—I do not know who wrote it—applies 
‘o all commodities. It provides that if an exporter ships the same 
kind of commodity of the same value, he can buy on the domestic 
market on a competitive bid basis. But, if he sent some bad cotton 
across the Rio Grande to Mexico, he would be eligible to buy some 
better cotton on a competitive basis. You would be subject to 
very kind of proposition under that unlimited legislation. 

The other thing I would raise in answer to my colleague from 

Vashington is that, when folk will not use the laws they have got, 
they are hardly in good shape to ask for the new ones. 

\fr. Horan. I do not agree with your basic premise. 

Mir. Wurrren. I was going along with the requested legislation 
ith the hope that if we gave it to you you would have no excuse 
ot to use the law you have. 

\Mir. Horan. If you are going tO maintain u healthy market, the 
Commodity Credit C orporation has to hold on to those things when 
here is overproduction. The basic law was faulty in that it did not 
ake into consideration the sending abroad of our know-how and all 
of that to build up the production of other countries. The basic law 
ught to be changed. It ought to be changed in that particular, 
hecause if you are going to dump this on the world market you will 
lepress the market, so the Commodity Credit Corporation has to 
hang on to these commodities. The basic argument was that it would 
« a stabilizing factor because it would withhold from markets a 
ertain proportion of our commodities. 

Mr. Wuirren. If I had the privilege of rewriting all the agricul- 
iral laws I would make a number of changes. I would rather have 
the she wiscrae under the Corporation’s charter than any compulsory 

. because it gives you full authority to do from day to day. I do 
ot ices the privilege of rewriting the law. I think the thing that is 
iusing me to stay on this subject so much is that we finally { faced 
ip to the fact that, with this export of American know-how and 
apital, we in the United States can no longer contrel world produc- 
ion or price by regulating our own production and offering price. 
That is the thing that has become more and more evident in the last 
/or 4 years. 

I want to thank you for your discussions along this line, Mr. 
\IeConnell. Now, Mr. Marshall has some other subjects he would 
uke to discuss with you. 


STORAGE FACILITIES 


PURCHASE OF ADDITIONAL BINS 


Mr. Marsuauu. Mr. Secretary, you have determined that you 
need to buy some additional bins this year. How many bushel 
apacity have you estimated you need to purchase this year? 

Mr. Bercer. 47 million bushels. 

Mr. McConne.u. I am not too familiar with the details of that 
matter. 
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Mr. MarsHAuu. You issued a press release, and I would like to 
read from it: 

CCC is requesting bids for supplying only standard circular steel bins of ap- 
proximately 3,250-bushel capacity. This type of bin is required in order to give 
greater flexibility in moving and disposing of CCC’s emergency storage. This 
problem becomes increasingly acute as each additional CCC purchase lof storage 
pushes the CCC total toward the billion-bushel mark. 

The circular steel bins can be moved while erected or they can be taken down 
easily for removal to new sites in the event storage shortages show up later in 
other areas. This feature permits more satisfactory lease negotiations when bin 
sites leases expire. Because of their smaller size, when these bins are no longer 
needed for CCC storage they are suitable for disposal to farmers in the areas 
where located, thus adding to the total of efficient on-farm storage. 

Now, as I understand this problem, these steel bins are of 3,250- 
bushel capacity. If wood manufacturers furnished to you a bin 
made of wood of 3,250-bushel capacity, could they come under the 
requirements of the bins then? 

Mr. Hugues. We do not think so, Mr. Marshall. Our experience 
with wood bins has indicated they are not as flexible, particularly 
with regard to moving and establishing the bin site someplace else. 
The maintenance costs have been much higher. I believe, from the 
total of our experience to date, it is fair to say as long as we have the 
responsibility for the preservation of this inventory we think we 
should select the type of bin that does the best all-around job and 
shows the most flexibility. That was the reason for the statement. 

Mr. MarsHauu. This committee has repeatedly expressed the 
statement that they have felt this program to be a satisfactory pro- 
gram must be one in which the best storage facilities are provided. 

When you are talking about movability of bins, are you talking 
about the Government, or moving it from the bin site to a farm? 

Mr. Hugues. We are talking about both. 

Mr. MarsHauu. You are talking about both? 

Mr. Huaues. Yes. We have some bin sites where maybe a loca! 
school district has decided they would like to put up a school there 
and want to get the site cleared. They want to make arrangements 
with us to get our bins off there. I mention that because there is a 
particular instance just like that. 

If we have structures that have cement foundations, such as the 
quonset-type hut, it is difficult without a lot of expense for these bins 
to be moved. 

Mr. Bercer. Mr. Marshall, we also have the serious problem of 
where you have the ground leased and you find you cannot re-lease it, 
and you have to pick up the bins and move them some other place. 

Mr. MarsHa.t. I recognize your problem of moving bins from one 
site to another. Your determination is somewhat surprising to me 
that you can move a steel bin, with the danger of bending, and warping 
the seams, easier than you can move a wooden bin. 

It would seem to me that a steel bin, set as it is on a certain level 
ground, that the wooden bin would have less danger of warping and 
bending and going out of position than the steel bin. 

Of course, you have a number of different types of wooden bins 
and a number of different types of steel bins. Are you basing your 
opinion on just part of your experience with certain bins, or on the 
overall? 





Mr. Hucues. We are basing it on the overall. If the bin were 
moved only for a short distance it could be moved intact and your 
statement is correct. But if it has to be taken down and moved any 
distance at all it becomes impossible to disassemble a wooden bin, 
as we can do with a steel bin. 

It is true you do run on steel bins a chance of warping, but with 
careful workmanship there has been good experience in the past in 
moving the steel bins. 

Mr. MarsHauu. Your determination is made, then, more on the 
basis of taking the bin apart and reerecting it, than it is in moving the 
hin itself? 

Mr. Hucues. Well, it is partially that; yes. 

Mr. Marsnatu. There is one other thing we noticed in your report. 

Mr. Hueues. Excuse me. The maintenance costs have been much 
higher on the wooden bins than on the steel bins, also. 

Mr. Marswauu, Could you supply to this committee the figures 
you used in arriving at those conclusions? 

Mr. Hueues. Mr. McLain, do we have such figures compiled? 

Mr. McLar. I do not know that we have them broken down by 
different types of bins. We have our maintenance costs by States. 

Your question was: Could we break it down as to maintenance cost 
for wood as compared to steel? I think that would be kind of difficult 
to do, with the records we have. I think it is fair to say that the obser- 
vation of our State and county people has been in conformance with 
what Mr. Hughes just said. Their feeling is that the maintenance 
cost has been higher. 

I think it has partially been brought about because we have had 
some unfortunate experiences with certain people who have fabricated 
wooden bins that are not the type of people you are talking about, but 
when they come in with a low bid it is pretty difficult to turn them 
down, if they meet the specifications. 

Mr. MarsHAuu. Our investigation report shows, Mr. McLain, 
that certain companies in furnishing wooden bins to you furnished bins 
of a very inferior type. 

Mr. McLain. That is correct. 

Mr. MarsHauyt. When you reflect that type of bin into your overall, 
that might not be exactly a fair basis of determination. What I 
think ought to be done, if you have not already done so, is to deter- 
mine what the repair cost or maintenance cost is on the bins which are 
suitable. You have had steel bins which have been very inferior. 

Mr. McLarty. That is true. 

Mr. MarsHautt. You have had wooden bins which have been 
extremely inferior. I am dealing with the overall, and not just what 
the inferior items reflect into it. I am interested in what a good, 
ucceptable storage bin would reflect into it. That would be the 
thing I would be interested in. Otherwise, as far as furnishing the 
figures for the record is concerned, it would not provide us with much 
information. 

Mr. McLarn. I can think of another point that you ought to be 
aware of. A little over a year ago we made an effort to buy—I 
personally am prejudiced to wood, because I have seen what wood 
will do—we made an effort to buy smaller wooden bins, but in all 
cases they just could not be competitive. It is difficult to make a 
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3,250-bushel bin out of wood, and there are a good many reasons for 
it, at a competitive price with steel. There have been several peop) 
interested in this over in the Department. We met with about 12 
of them yesterday in the Under Secretary’s Office. They all admiite; 
that was so. 

In order to be competitive, if you get up to about the 10,000- 
bushel size, which is much more difficult to dismantle, you can do 
it. However, it is harder to move than this smaller size. That is 
one of the big factors in this. 

I am sure even if we had permitted a 3,250-bushel bin to have beer 
made of wood, they could not have been competitive. 

These people we met with yesterday indicated that. In order to }) 
competitive they have to get up to about the 10,000-bushel size. W, 
feel that is too large for movability, and also feel if these bins go back 
to the farms eventually—and with the supply we currently have o 
hand they certainly ought to go, or at least some of them—the resa! 
value would be much less from the Commodity Credit Corporatio: 
standpoint, because the average farmer does not want that size. Tha 
was one of the factors that did enter into it. 

There is no prejudice against wood in the Department of Agr- 
culture; I assure you of that. 

Mr. MarsHa.t. In the sale of steel bins to farmers, there were son 
bins that were sold, both steel and wood, at various times. Most o! 
that I think took place in 1949. 

Mr. McLain. Yes. Quite a few years ago. 

Mr. Marsuauu. There are many things a farmer can do with : 
wooden bin to salvage material from it which he cannot do with : 
steel bin. 

Mr. McLain. We were speaking if he wanted to have far 
storage for grain. There are other things he can use them for. Man) 
of them that were bought prior to the time I had anything to do with 1! 
they got just whatever they could get for them. Many of them wer 
inferior because of the shortage of many things. Many of thos 
were real small. 

Of course, some of those were used for various things when tlie) 
were resold back, but they were resold at a very nominal figure. No! 
very much was realized out of the resale. 

Mr. MarsHa.u. I believe in the State of Kansas our investigatiy: 
report showed that the field bins were purchased, and I am trying to 
recall from the testimony—it seems to me that those steel bins 1 
Kansas City were prepared and accepted from a manufacturer, an 
that manufacturer did not provide a steel that fit, so that it was 
necessary for the bin crews to repunch the holes and reshape. Was 
that Kansas, Mr. McLain? 

Mr. McLain. That is right. 

Mr. Marsua... I was trying to remember. What have you bee 
doing about that situation? 

Mr. McLain. Of course the Government has asked and the cotl- 
pany has agreed to make everything right that was wrong. We luree 
some engineers. In addition to our own Deparimenit engineers 
hired outside engineers to check on what was wrong. We are in the 
process of having the company make it right. 

Mr. MarsHauu. Have you at this time collected any damages fro! 
the company? 
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Mr. McLain. We are not approaching it on the basis of damages. 
We are approaching it on the basis of them making what we purchased 
right. We do not think it was right. 

Mr. MarsnHatt. I think the record should show at this point, Mr. 
Chairman, that this committee has consistently insisted that the bins 
that are accepted should be bins of quality. Up to this time this com- 
mittee has not made any differentiation between steel or wooden bins. 
We have felt that the bin, whether it was made of steel or wood, if it 
was inferior would be equally unacceptable. 

Mr. McLarn. That is right. 

Mr. MarsHau. That is what this committee feels. 

Mr. McLarn. In the press release you will notice we said nothing 
about inferiority of wood compared to steel. It was the movability 
and the things Mr. Hughes mentioned that were behind the complete 
decision on the purchase of steel. 

I think your wood people would tell you it is impossible to be com- 
petitive with a bin this small, with steel. If they can be in the future 
Miss Durkee up in Minnesota indicated her company is going to try 
to be—certainly we will give consideration to any future purchases we 
might have to make. 

Mr. MarsHauu. It is my understanding also, Mr. McLain, that a 
number of the bins which were furnished to us in the past, which 
have been made of wood, were very satisfactory for storage purposes. 

Mr. McLarn. That is correct. I would say that we have got as 
many good wood manufacturers of bins as we have steel manufacturers 
of bins, proportionately. 

Mr. MarsHauu. [| am wondering, in the consideration vou have 
given to it, if you perhaps have not been a little bit discriminatory 
0 far as the material is concerned in the m: aking of these bins? You 
say that vou have bins which have proved to be of good service, 
coming from certain companies, made of wood. If the facts you 
base some of your opinion on took that into consideration, | wonder 
if you have not been a bit discriminatory because of some data in 
your study as to the inferior quality bins. 

Mr. McLain. Well, we do not feel that way. As we indicated in 
the press announcement, we had reasons for doing what we did. Of 
course, we have been scrutinized closely and wisely, I think, by this 
committee and others, as to our operations. We feel as long as we 
re the responsibility that we ought to be able to determine what 
does the job best under the conditions to save the most we can for 
the taxpayers and Commodity Credit. That is why this decision 
was made the way it was. 


STORAGE COSTS 


Mr. MarsHauy. Last winter when we had some discussion here, 
Mr. McLain, this committee called to the attention of the Commodity 
Credit Corporation people the fact that storage costs had increased 
in some areas of the country. Have you been able at this time to 
lbwer any of your storage costs? 

Mr. McLain. You are talking about commercial warehousing? 

Mr. MarsHau. Yes, warehouse storage. 

Mr. McLain. Every 2 years we renegotiate a uniform storage 
gan agreement, which is a working agreement we have between 
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Commodity Credit and the warehousing industry. That will be up 
for review again this fall. The new contract will be effective th, 
middle of next year. 

[ point this out to you: When the stocks of grain bulge out every. 
where it is a little difficult to bring storage rates down. I think w 
are going to review it very carefully. 

Of course, we have the problem in negotiation, that if we do not 
offer them enough they are not interested in storing our grain. W, 
have the problem of what to do with our grain. Naturally, when we 
have everything full it is not a very happy time to have to renegotiate 
a storage agr eement. I think you would agree with that. 

Certainly it will be looked into closely, and the top officials o 
Commodity Credit will approve any decisioh on that. 


RoraTion OF STOCKS 
WHEAT PROBLEMS 


Mr. MarsHALL. The Secretary, when he was before us, I think abou 
3 vears ago, talked to this committee about the desirability of rotating 
stocks. How much of that has been done in connection with wheat’ 
Have vou rotated the wheat stocks considerably? 

Mr. Bercer. It is being done all of the time. They are always 
trying to get rid of what they consider to be the oldest supplies and 
putting away the newest. The best illustration would be the corn sali 
last year of the 1948—49 corn, to get that out of the way and take back 
in the new. 

Mr. MarsnHauu. If you do not mind, I would rather stick to the 
wheat proposition right at the moment. 

When you rotate your stocks of wheat, you replace the grade wit! 
the grade you dispose of? 

Mr. Bercer. It depends upon whether you have the grade avail 
able. 

Mr. Ricwarps. Mr. McLain may want to supplement this, bu 
wheat is ordinarily stored commingled, Mr. Marshall. The elevator 
or the warehouse is responsible for delivering the same grade an 
quality as was placed in storage. By and large I think rotation o! 
stocks is accomplished by the elevator. 

Except there is one thing that should be kept in mind: With the 
large stocks that we have even the elevator stocks are getting older 
all the time. We have made an effort in your area to correct part of 
that by at least getting storage space down the lakes and moving i 
into export position where we can get rid of it. 

There is a problem on small lots ‘where we have taken advantage of 
selling those lots out, where an elevator has had only a small amount! 
However, the rotation of stoc ks, I think, in wheat is accomplished 
primarily by the elevator, in simply delivering to us the grade and 
quality that we put in. It is commingled storage rather than identity 
preserved. 

Mr. MarsHa.u. Let us give a specific example here. You have 4 
quantity of Commodity Credit stocks of No. 1 Dark Northern Spring 
wheat. 

Mr. Ricuarps. Yes, sir. 
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Mr. MarsHauy. You dispose of that No. 1 Dark Northern Spring 
wheat by rotating it, but in return, because you have other parts of 
the country which are better adapted for storage, perhaps, or not 
crowded for storage, you have replaced that with winter wheat in 
your stocks, 

' Mr. Ricuarps. Well, let me say first-——— 

Mr. MarsHaui. You make the replacement on a bushelage basis, 
do you not? 

Mr. Ricuarps. I think what you are thinking about is that we 
have tried to move in the direction of making some exchanges. 

Mr. MARSHALL. Yes. 

Mr. Ricuarps. Where we have exchanged mostly stocks in country 
position or stocks in terminal position. 

We hold in the case of No. 1 Dark Northern Spring a wareliouse 
receipt. The elevator with whom we hold that grain is obligated to 
deliver that grade, with some tolerance, of course. 

Mr. MarsHatu. That is right. They are obligated to deliver that 
grain. 

Mr. Ricnwarps. It does not have to be the identical wheat. 

Mr. MarsHALL. But they are not obligated in making the rotation 
to take in return that grade. You have been able to take other 
wheat on the bushelage basis. 

Mr. Ricuarps. Well, in cases where we are making exchanges it is 
impossible to get the identical grade. 

Mr. MarswHauu. All right. Of course that is right. 

Mr. Ricnarps. We make some adjustments. Hither the elevator 
would owe us or we would owe them. 

Mr. MarsHauu. Of course that is right. What has developed out 
of the demand for No. 1 Dark Northern high-protein wheat in the 
milling industry is more than it has been for some of these other types 
of wheat, is it not? Is that not right, Mr. McConnell? 

Mr. McConne tt. I would think so; yes. 

Mr. MarsHALL. Surely. The next question I have in mind is: 
What do you do to protect the interests of the Government where this 
wheat which is being disposed of is of a more acceptable market wheat 
quality and brings more on the market than the other type of wheat 
on your rotation basis? 

Mr. Berarer. You take the market factor into consideration, Mr. 
Marshall. There are discounts, or premiums being paid on a like 
quality on that day. 

Mr. MarsHauu. When you are trading do you collect on the matter 
of grade and on the matter of protein content? 

Mr. Bercer. That is right; just exactly what the market is doing 
that day. 

Mr. McConnewu. We get something. 

Mr. BerGcer. We either get better quality or something else. 

Mr. McConnett. Something in form or something to boot. 

Mr. BerGcer. We do not make a transfer like that unless there is a 
specific advantage to Commodity Credit. We do not do it just 
because they want us to do it. 

Mr. MarsHatu. Well, on the wheat proposition presently we have 
some people who have been doing a lot of talking about the fact 
that the Commodity Credit stocks are being filled up with wheat 
which is not as marketable as the No. 1 Dark Northern Spring wheat, 
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for example. But when you have made this exchange on that. basis 
and done it legitimately —I am not saying you have done it illegit- 
mately—that does not give a true picture of the | wheat program 
when you use the present stocks of Commodity Credit, because jj 
would naturally show that you have more bushels of wheat that ar 
in less demand in the market than the other, because you have 
rotated it; have you not? 

Mr. Bercer. Mr. McLain, can you help out on that? 

Mr. McLain. This, I think, is a true statement: Under our operating 
program, we are pretty well not going to have the best quality wheat 
In the first place, the market “for the premium wheats has been 
higher than the lower grade. It has been in the beginning of haryesi 
The millers go out and buy all they can. We are “the residual take 
on the quality of wheat when we get it. 

In other words, when they go through this commingled process | 
think there is no denying that we get the value as determined by th 
loan, and if we make exchanges, we do it on the market-price ‘basis 
as of the day we make the exe hange, but the free trade is going t 
try to get the premiums prior to the time we get them. I do not 
think there is too much wrong with that. When we get them in ow 
stocks, when we export them—— 

Mr. Marsuatu. Iam afraid you have missed the point I was getting 
at, Mr. McLain. The point I was making in this discussion was that 
by quoting the present stocks of Commodity Credit you are not giv- 
ing a true picture of the wheat proposition, because you have rotated 
the No. 1 Dark Northern Spring wheat, for example, and you hai 
re placed it with other wheat, and therefore you have larger stocks i! 
proportion to the wheat that you would have of your more acceptabl 
high-protein marketable wheat; have you not? 

Mr. McLain. Well— 

Mr. MarsHa.u. People who quote those figures should not us 
those figures for the purpose they are using them. 

Mr. Mclary. I think there is some truth to that. Of course, I am 
one who does not like to discredit the quality of wheat we have in 
our stocks. Frankly, I think with all the wheat we have the time 
will come or could come when it will be very usable. I think we do 
not sell products too well if we discount them. I think we ought t 
be careful about that. . 

Mr. MarsHauu. Can you furnish for the record the quality 0 
wheat that has been rotated and what has been taken in exchange for 
that rotation? 

(The information is as follows:) 


STATEMENT QN EFFECTS OF EXCHANGES AND Rotation OF CCC Wueart Stocks 


For a number of years CCC has made exchanges of wheat largely with domestit 
mills and in some cases with port elevators where such trades could be made ‘ 
the financial advantage of CCC. As a matter of policy, trades also have bee! 
made with interior mills dependent on wheat produced nearby in order for the 
to continue operations and be competitive with mills operating at termit i 
markets. Generally such exchanges have been made on the basis of grade fi 
grade. However, in some cases wheat of one class is exchanged for wheat of ! 
different class, such as hard red winter for western white wheat. In thosé 
instances where there is a difference in grade or class, settlements are made 0! 
the basis of premiums and discounts recorded in the record of eash sales provid! 
daily by the grain exchange where the transaction was made. 
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Excharge transactions involving acquisition by flour millers of qualities of 
wheat desired for milling usually have resulted in the Corporation maintaining 
ts stocks with comparable grades of wheat, but, in some cases, the class of wheat 
r the protein content has been less desirable for domestic milling than the wheat 
traded by CCC. Of course, any differences in the values of wheat occasioned 
either by protein premiums or by differences in class resulted in a cash settlement 
, the Corporation as a part of the exchange. Since the Corporation obtains 
settlement in cash for the lower value of wheat traded to CCC, the exchanges are 
io the advantage of the Corporation in that the principal outlet for CCC wheat 
sin the export market. In recent years no protein premiums have been paid by 
sporters for export wheat. Classes of wheat considered less desirable for 
iilling in the United States have moved fairly readily into export. 

Briefly stated, CCC exchanges of wheat have tended to increase the proportion 
f CCC stoeks which are less desirable for domestic milling but the wheat ac- 
ured by CCC is generally acceptable in export markets. Furthermore, the 
arge stocks of wheat now held by CCC are sound, merchantable, and of good 
werage quality. 

Detailed figures on actual exchange transactions are maintained only in the 
ive CSS Commodity offices which handle grain, namely, Chicago, Dallas, Kansas 

itv, Minneapolis, and Portland. A complete analysis of such exchanges would 

quire considerable time. The totals of such exchanges for the fiscal year 1954 
ind for the period beginning July 1 through May 31, 1955, are as follows: 


ly 1, 1954, through May 31, 1955 Bushels 
Acquisitions ‘ 30, 332, 706 
Dispositions ; 31, 445, 683 
Fiscal vear 1954: 
Acquisitions = 26, 559, 169 
Dispositions 26, 523, 432 
Under the authority contained in the Agricultural Act of 1954 with respect to 
¢ rotation of setaside stocks, the Corporation has recently initiated a program of 
irchases and sales of like quantities of wheat. This program involves the sale of 
CCC wheat in country position to the operator of the country elevator and the 
irchase of a like quantity or value in a terminal elevator located in the market 
wea Where the wheat in the country elevator would have been shipped if it had 
n loaded out on CCC order. In these purchase and sales transactions the 
Corporation does not allow for any premium for protein on wheat that it buys but 
does collect a protein premium on any wheat sold if such wheat is eligible for such 
remium. Further, wheat of a lower grade is frequently sold and wheat of higher 
grade is purchased. That is to say, under this program, wheat grading No. 4 
ight be sold to the country elevator but only wheat grading No. 2 or better would 
e acquired at the terminal elevator. The effect of this program is to upgrade 
‘ocks of wheat held by CCC. The volume of such purchase and sales trans- 
wtions up to the present time has not been large. Through May 31, 1955, 
4,000 bushels had been purchased and 338,000 bushels sold. 


Mr. McLain. Of course, the exchanges we bave had have been 
ery limited. That is a very small part of most of our wheat that 
woves. Most of it moves by loading order. We take it from where 
‘is. If it goes to export it just goes there. 

ae exchanges have been a very nominal part of our operations. 

e have had some exchanges over the years with mills, but it has 

y been recently under the authority we have under the setaside 
vies that we have done this in any expanded way. So it has been 
‘ery limited up to this point. 

There are some dangers in there, and we want to be very careful 
ithe way we handle it. 

Mr. McConne.u. I take it, Mr. Marshall, what you are after here 
‘like this: Let us say you have 100 million bushels of hard winter 


MarsHatu. That is right. 
. McConneE.u. That is not actually the stocks delivered to us 
inginally. 
Mr. MarsHauu. Yes. 
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Mr. McConne.u. It came about finally because of swapping 
around. Therefore it does not show the true picture of what came 
to us on support. 

Mr. Marsua.tu. That is why I was interested in it. 

Mr. McConneE Lu, Yes. 

Mr. Ricwarps. Mr. Marshall, in that connection I think while j; 
is true that CCC trades involve different qualities of wheat, in the 
limited amount of trading we are doing we are not trading completely 
unlike qualities of wheat. 

Mr. MarsHa.u. I do not know that I have the facts which would 
indicate that you people have been doing anything indiscriminately 
or illegitimately or anything else along that line. What I am trying 
to say out of this is that the people who are quoting figures of Com- 
modity Credit stocks are not giving the true picture, because there 
have been some changes there. That is the point I am trying to 
make out of this. 

Mr. Berger, you made the statement a moment ago that when you 
disposed of the Commodity Credit stocks that had a high protein 
content you sold them on the premium basis on the market as it ex- 
isted at the time; is that correct? 

Mr. Bercer. That is right. We ordinarily work out an exchange 
with premiums and discounts taken into consideration on both grades 
of wheat. 

Price Support oF CorronskED 


Mr. Wuirren. We are having made at the present time a thoroug) 
inspection of the operations of the Commodity Credit Corporation. 
We have tried to have it continue all along, so I know we will have 
your cooperation in connection with all of that. 

It may be that these matters will be pursued a little further. | 
have not had time to go into this matter of the cottonseed support 
prices, which I discussed in the Department with you several times 
earlier. It was my understanding that you had turned down the 
request to support cottonseed oil, notwithstanding the fact that 
when you had the oil before, you offered it for sale and sold it. Now 
it appears that tung oil is also in short supply. 

Mr. Hughes, it has been told to me that you have hesitated to 
support the end product. As a matter of fact, cottonseed has always 
been supported by the end product; is that not correct? 

Mr. Bercer. You have had a package deal. 

Mr. Wuirren. That is hardly an answer to my question, Mr. 
Berger. 

It was the end product that you supported? 

Mr. Bercer. That is right. 

Mr. Wuirrten. So if you support an end product, it is no change 
from that. 

Now, if you support cottonseed, as you are, and you get the cotton- 
seed, where are you going to put it? 

Mr. Bercer. We do not figure we are going to get any cottonseed. 

Mr. Wuirren. If you turn out to be wrong where wil! you put it? 

Mr. Bercer. We think the world situation is such that the oil will 
move in the market, at the support price or more. 

Mr. Wuirren. But if it turns out you are wrong, what are you 
going to do? 
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Mr. Bercer. We will have to do something else. 

Mr. Wuirren. If you have to buy cottonseed where are you going 
to put it? How are you going to keep it? 

Mr. Bercer. We have ways we can go to, if the cottonseed does 
not move into the market. 

Mr. Wuitten. Now you have no excuse for not answering my ques- 
tion, because you tell me you have ways of doing it. What are those 
ways? 

Mr. Bercer. It depends on the quantity, whether it is just a little 
local area or whether it is a national situation. You may have to 
go right back to your package deal. 

Mr. Wuitren. I asked you: If you should get the cottonseed how 
are you going to handle it? We agree that you have ways. Now 
| want to know the ways of handling the cottonseed. 

Mr. Bercer. In the first place, you might have to go right back 
to the package deal. 

Mr. Wuitren. Then you will not be handling cottonseed; you will 
be handling the end product. 

Mr. Bercer. That is right. 

Mr. Wuirren. So this is not turned down because we are asking 
to handle an end product? 

Mr. Beraer. No. 

Mr. Wuitten. I was told some producer group is against this 
proposal. Who are they? 

Mr. Bereer. Producer? 

Mr. Wuitten. I was told some producer group had opposed it on 
cottonseed oil. 


Mr. Huaues. Had opposed, or proposed? 

Mr. Wuirten. Had opposed. 

Mr. Hueues. I have had letters from farmers. 

Mr. Wurrren. Could we have the record show who they are? 
Mr. Hueues. I think that could be done. 

Mr. Wurirren. I would be glad to have the record show it. 
(The information is as follows:) 


List oF Propucers From Wuom Lerrers Were REcEIvVED Opposine PuRCHASES 
oF CorTrroNsEED O1rL AND SoYBEAN OIL 
Mr. Otto Steffey, president, Illinois Agricultural Association, 43 East Ohio 
Street, Chicago, IIl. 
Mr. Hassil &. Schneck, president, Indiana Farm Bureau, Inc., 130 East Wash- 
ington Street, Indianapolis 4, Ind. 
Mr. E. Howard Hill, president, lowa Farm Bureau Federation, Des Moines, Iowa. 


Mr. Wuirren. The reason I ask this is that we have a support 
price on cottonseed. 

Mr. Bereer. Mr. Chairman, with the soybean oil you do have the 
producer groups opposed to the buying of soybean oil, so there is 
rhere cottonseed oil would come in. 

Mr. Wuirren. I just want the record to show the facts. The 
trason I say that is that we have a support price on cottonseed and 
{know you cannot store cottonseed. 

Mr. Bercer. That is right. So do I. 

Mr. Wuirren. Knowing that and knowing you have the program, 

lthink you had better have your plans set up so that the minute you 
tart getting cottonseed you can act. Otherwise you are going to 
lave a lot of answers you will be expected to present. 
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Mr. Bereer. As long as cottonseed is selling at $9 or $10 above 
the support price I am not worried. 

Mr. Wuirren. I am just saying that now is the time to get som 
of those plans ready. The fact that you do have them may help yoy 
in your immediate problem. 

Mr. Bercer. Well, they know that we know how to put in , 
package program overnight, very rapidly, if we have to have it. 

Mr. Wurrren. I know that you know how to do it, and that is the 
reason we have been pressing you to do it. 

Mr. Bercer. Why do it ahead of time? 

Mr. Wuitten. Goodness, { do not want anything moved through 
the Government if you can handle it, but I am pointing out some oj 
the dangers. If you do not handle it you are going to be stuck. 

Mr. Marswatu. Mr. Chairman, you want to be prepared. 

Mr. Warrren. Absolutely. 

Mr. Brercer. Nobody is more conscious of that than we are. 

Mr. Wuarrren. We would like to have a full statement or ful! 
discussion in connection with the proponents, opponents, and de- 
cisions, and what the plans are in the event you run into trouble. | 
think it may keep you from having trouble. 

(The information is as follows:) 


1955 Price-Support PROGRAM FOR COTTONSEED 


For several years the Department has administered a price-support program 
for cottonseed, effectuated primarily through a guaranty to purchase oil, meal, 
and linters in specified quantities and at specified prices from mills which had 
paid not less than support prices for cottonseed. This type program has beeu 
used primarily because of the lack of storage and the perishability of cottonseed: 
During the 4 years in which the package program has been in effect (crops of 
1951 through 1954) cottonseed prices were successfully supported; in fact in : 
years of the 4, farmers received approximately $7 to $10 above support and durin 
the 4-year period prices exceeded support by an average of about $7 a ton. 

When measured strictly on the basis of effective support to farmers, the packag 
program has been extremely successful. But at the same time it has maintaine 
prices at or above support levels, CCC has acquired cottonseed products amount 
ing to from 7.6 percent of the crush of the 1951 crop to over 47 percent of the 195: 
crop crush. Losses on the cottonseed price-support program commencing wil! 
the 1949 crop (when a profit was realized) had exceeded $55 million as of May 3 
this year and estimated losses on products still remaining in inventory at that dat 
approximately another $51 million, making an expected total loss of about $10 
million on these programs. 

From the Government standpoint the package program has presented re 
problems in connection with the disposition of the products as well as the heavy 
financial losses and from the cottonseed-industry standpoint has prevented the! 
products from moving to market in the normal fashion and injured their com 
petitive position. 

In view of the continued expansion in United States production of fats and oil 
and oilseeds, price-support levels for all three of our major oilseeds; that is, soy 
beans, cottonseed, and flaxseed, were reduced in 1955. In establishing the r 
duced price-support levels it was expected that reduced levels of support woul 
permit greater export movement at competitive world prices. It was also b 
lieved that 1955 crop cottonseed prices would likely equal or exceed the announce 
support levels in view of reduced cotton acreage, reduced level of support and th 
fact CCC-owned cottonseed oil had been largely disposed of. Consequently, 19 
was considered to be a logical year to discontinue the package program in an effo 
to move cottonseed products through normal channels of trade rather than throug 
CCC hands. If this is possible we believe that market factors will establish 
proper balance between United States exports of the various fats and oils and 0! 
seeds and that such a balance is much preferred over the imbalance created )) 
CCC-subsidized exports of oil. 





61 


Meetings were held with cottonseed crushing industry representatives to ex- 
plore whether some program at the mill level other than the package program 
could be developed for 1955. After a preliminary exploratory meeting it was 
agreed that CCC would attempt to develop a program incorporating the pur- 
chase Of cottonseed from the mills. A section of the industry committee also 
desired some type of product-purchase option. A tentative program along these 
jines was presented for discussion to the industry committee at the time of the 
annual meeting of the National Cotton Products Association in New Orleans on 
May 23, 1955. At that time, however, the whole approach was not favored by 
the committee. Since that time some interest has developed in a section of the 
eottonseed-crushing industry favoring a cottonseed and soybean oil purchase pro- 
sam in order to effectuate price support for cottonseed. 

- As indicated in our discussions on Friday, we in the Department believe there 
isan excellent chance that cottonseed prices will remain generally above support 
levels with the result that no additional price-support program on the part of the 
Department will need to be developed. If for any reason prices should approach 
support levels and local conditions should be such that prices in some areas go 
below support, we would anticipate managing the program by outright cotton- 
ved purchases in the areas. Cottonseed thus bought probably would be resold 
on a competitive-bid basis or could be toll processed and the products stored or 
wld for export, depending on what seemed to be the best procedure at the time. 

Should conditions necessitate any additional program for cottonseed, it would 
likely be a mill-type operation. In event such a mill program is needed, we would 
apect to develop it primairly on the basis of an offer to mills to purchase cotton- 
xed which they had purchased at not less than price-support levels. It is also 
apected that any such program would contain provisions for some product 
acquisitions at the option of CCC. 


Mr. Wuitren. We wish to thank you gentlemen. 
Mr. MarsHALL. Yes, sir. 


? 
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